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Is the Balance Sheet an Anachronism? 


Many accountants have for the conventional balance sheet a 
feeling akin to reverence. A whole-hearted devotee of the science 
of accounts. experiences, every time he prepares a balance sheet 
a sense of consummation, of rhythm and proportion. Here is 
the result of innumerable entries in various bgoks, recorded in 
diverse ways and at irregular intervals, classified and re-classified, 
and reduced to summary form in this single statement, which, in 
spite of the apparent complexity of the accounting process, actually 
balances. Something of this feeling of wonder at the final sim- 
plicity and symmetry of the edifice constructed from such hetero- 
geneous and unpromising material must have impressed itself 
upon that old-time enthusiast who described double-entry bookkeep- 
ing as the “only perfect science.” 

Accountants have not misunderstood the nature and purpose of 
this device of which they are so fond. They have never pretended 
that it was anything but what it purported to be—a balance sheet, 
lineal descendant of the “balance account” to which it was once the 
custom to transfer the whole of the unclosed balances in a ledger 
at certain intervals. To an accountant a balance sheet is not a 
statement of assets and liabilities; it does not aspire to that height, 
but remains the coping-stone of the accounting structure, proving 
that the foundations have been well and truly laid and the details 
carefully and conscientiously cared for. That was originally the 
purpose of the balance sheet: it is its main purpose to-day, although 
it is true that an increasing degree of refinement is being practised 
in the preliminaries to balance sheet preparation, which we call 
“closing entries,” and in the form in which the balance sheet is 
drawn. 

It is unfortunately true that we almost invariably include in the 
balance sheet the sub-titles “Assets” and “Liabilities.” But that 
does not blind us to the fact that many of the items which go to 
make up our balance sheet are neither one nor the other, nor does 
it suggest to us that the assets which are included are stated at 
their present realisable values. We repeat that as accountants we 
know that, in spite of these misleading sub-titles, our balance sheets 
are not merely classified lists of assets and liabilities. 

But others who have to read balance sheets and who are not 
infected by accountancy concepts are often critical of the form 
and content of these statements, which in their view are intended 
to be informative and which too frequently fail to inform. 

These reflections are provoked by a reading of a report (in The 
Accountant of January 18, 1936) of an address to the London 
members of the Institute of Chartered Accountants by the Rt. 
Hon. Lord Melchett, whose views, as a leader of industry and 
finance, are entitled to respectful consideration by all thoughtful 
accountants. 

Lord Melchett said that nowadays, when the number of share- 
holders in public companies was very large it was of importance 
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that the accounts presented to shareholders should be as informa- 
tive and self-explanatory as possible. He was critical of the present 
form of English balance sheet, which “had remained unchanged 
in a changing world.” 

Similar complaints have been heard from many quarters in 
recent years, and it is unquestionable that there is considerable 
dissatisfaction, on the part of business men, bankers and investors, 
with the conventional form of company balance sheets and with 
certain of the accounting principles upon which they are based. 

It is significant of the extent of this dissatisfaction that in 
a lecture delivered early in 1932 entitled “Some Observations on 
Company Balance Sheets,” the Lord Plender set out to answer a 
series of questions as to the adequacy of balance sheets as informa- 
tive statements. One of these questions was “whether there is 
adequate recognition, on the part of the investing public, of the 
limitations to which a balance sheet, by its very nature, is subject?” 
In answering this question in the negative, Lord Plender empha- 
sised the fact that balance sheets as at present constructed have an 
element of stability which would be lost if asset values were 
written up or down according to fluctuations in their current 
market value. 

The view that a balance sheet “fixed asset” should represent, 
not the market value of that asset or its earning-capacity value, 
but the unabsorbed portion of an original cost of the asset is sound 
accountancy, and moreover is founded upon logical principle. 
To abandon that principle would be—as was once said of pro- 
gressive taxation—to put to sea “without rudder or compass.” 

There is urgent need for action on the part of accountants in 
improving the understanding by the public of the nature and func- 
tions of a balance sheet. One direction at least which such action 
should take is fairly plain. We should discard the misleading 
titles “Assets” and “Liabilities” as sub-titles, and if necessary 
replace them by terms which more accurately express our meaning. 

Lord Melchett’s criticism was partly based upon the unreliability 
of balance sheet figures as an indication of asset values, but he 
went further than that in saying that the figure representing the 
share capital which appears in company balance sheets “was 
often incorrect and misleading from the point of view of showing 
the real value of the share capital of a company.” As a remedy 
he proposed the adoption of the device of the share of no-par value 
as the “clearest way of picturing a company’s position.” The 
no-par value share is a common feature of company finance in 
U.S.A. and Canada, but is unknown in Australian company organi- 
sation. It represents a modification of the practice of limiting 
liability by the issue of shares of a stated face value: a no-par 
value share is represented not as a fixed share in the capital of 
the company, but as a certain aliquot part of the net value of the 
enterprise. Its use—and abuse—in American corporation finance 
has led to considerable controversy on its merits and dangers. 
Professor W. Z. Ripley, for instance, in his trenchant critical 
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account of railroad finance, “Main Street and Wall Street,” has 
had some hard things to say about the no-par value stock :— 


“An egregious malversation of the rights of shareholders 
and of the public generally,” he says, “is entailed in the device 
of so-called no-par capital stock. This expedient is hand- 
maiden to a considerable shifty company in contributing to 
corporate obscuration and even to fraud. Without no-par 
stock some of the other innovations in corporate practice 
would lose much of their poignancy. By its aid a number 
of different elements contributory to a conspiracy against the 
interest of investors and of the public are welded together 
to form a substantial menace to sound corporate finance.” 


Yet he recognizes that no-par value shares embody a useful 
principle, in that they increase the flexibility of company finance, 
by facilitating the raising of capital by companies whose shares 
are quoted on the exchanges at less than face value. 

Without doubt, also, the no-par principle makes it easier to 
arrange a balance-sheet in a less misleading form for shareholders, 
in that the capital is not unalterably fixed at the amount originally 
contributed, regardless of the operating results and accumulated 
losses or profits of a company. We have indeed heard it suggested 
in Australia that this device represents the only complete escape 
from the dilemma which has faced accountants, particularly in 
the depression years, in including accumulated losses in company 
balance sheets. Either they must be shown on the “Assets” side of 
the balance-sheet, losses thus being grouped with assets to the con- 
fusion of many shareholders, or they must be shown as deductions 
from the capital account, a practice which is discountenanced by 
many as at least a technical breach of the principle that capital 
cannot be reduced except by the regular process prescribed in the 
Companies Acts. 

Lord Melchett’s suggestions are interesting and timely. It may 
be that the advantages of the principle of the no-par value share 
could be realised with proper safeguard against its abuse and 
manipulation. Research into this and other questions relating to 
the improvement in form and content of balance sheets is quite 
evidently needed. Accountants, despite their predilection for con- 
ventional form, cannot rest easy under the oft-repeated charge 
that they are failing to fulfil their duty as the fact-finders and 
fact-expositors of business. 

It seems to us that much of this criticism of the balance sheet 
arises from an intermingling of two essentially distinct ideas— 
one concerned with the valuation principles which are followed in 
its preparation and the other with the form in which it is pre- 
pared. One can accept as valid the criticism of form without 
necessarily believing that the balance sheet is a mere anachronism 
which should be scrapped in favour of a financial statement which 
will essay to depict the market values of assets. Improvement of 
the form of balance sheets rather than their complete elimination 
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should be our objective as accountants. Let us recognise that, 
though the principles of double entry bookkeeping have remained 
unaltered throughout four centuries, elements have been added 
to those principles by a process of evolution, and that to-day 
greater attention to clarity of expression and refinement of form 
is necessary than it was in the days of Paciolo or even than it was 
twenty years ago. 

When we have made clear to our public the true purport of the 
balance sheet, and when that balance sheet is invariably arranged 
in such form and with such compromise between burdensome 
detail on the one hand and over-simplification on the other that 
“he who runs may read” we shall have made a contribution to 
accountancy progress which will be worthy of those pioneers of 
accountancy thought who have gone before us. 


Unsolved Problems of Public Finance 


The remarks by Mr. S. A. Lloyd, M.t.a., at the social function of 
the Federal Institute of Accountants, New South Wales Division, 
as to the value of accountancy training and experience as qualifica- 
tions for Members of Parliament, which are reported elsewhere 
in this issue, are worthy of more than passing attention. 

Leaders of the accountancy profession in Australia have 
repeatedly directed attention to the opportunities that offer for 
accountants to assist materially in the solution of Government prob- 
lems, particularly those of finance. There are many difficult and 
peculiar financial problems in Australian government, arising 
partly from the nature of our Constitution, and partly from the 
fact that our public debt is a medley of loans raised for a variety 
of purposes and invested in a variety of “assets.” 

To the average citizen Government finance is more or less a 
sealed book ; most people have long since given up any attempt they 
may have made to comprehend its intricacies. Even the accountant, 
familiar with the simpler self-explanatory accounting statements 
used in private commercial enterprise, cannot readily grasp the 
fundamental features of the public accounts. A considerable degree 
of analytical study must be given to those accounts even by the 
expert accountant before he can undertake intelligently to explain 
their purport. 

No doubt some part of this obscurity could be relieved by 
improved methods of presenting the accounts, and action has been, 
and is being, taken along those lines by certain of the Governments. 
Yet the public accounts are inherently complex, and the range of 
Governmental activities in Australia, carried on through diverse 
agencies, boards, commissions and trusts, operates naturally to 
intensify that complexity. 

Auditors-General and Treasury officialhm—many of whom are 
members of accountancy institutes—are doing valuable service in 
striving to throw light into these dark places. A careful perusal of 
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the annual report of any Australian Auditor-General will convince 
any reader ct this fact, and of the need for enlightenment of the 
public. 

Accountants as a class ought to be assisting to the utmost of 
their power in guiding public opinion along lines of sound financial 
policy. But as a class, and with some few notable exceptions, they 
evince little interest in the matter, and are content to acquiesce 
in the casual attitude displayed toward problems of public finance 
by the general public. 

Only whe the interests of accountants and their clients are 
directly invclved by taxation measures and proposals do they 
exhibit any real concern. It is a truism to say that this savours 
of “locking the stable door after the horse has bolted.” Once the 
money has been disbursed by Governments, taxation at a level 
high enough to provide the required funds is inescapable. One 
would like to see the Institutes organising study groups for the 
purpose of 2 complete survey of the public accounts, and an eluci- 
dation of their major features. The results would, we believe, be as 
startling as they were valuable, and would have repercussions 
which might change the whole tenor of public finance in Australia. 
Such a public service would, incidentally, materially improve the 
status in the community of accountancy as a profession. 

Indeed, we firmly believe that some of the major problems of 
Australian public finance are insolvable except with the assistance of 
the best accountancy brains in the community. A specific instance 
which we have in mind in expressing that belief may be mentioned. 

The Financial Agreement entered into between the Common- 
wealth and the States in July, 1927, provides for contributions of 
5/- per centum per annum by the States and 2/6 per centum per 
annum by the Commonwealth to a National Debt Sinking Fund in 
respect of the States’ debts existing at June 30, 1927. In respect 
of States’ debts incurred after June 30, 1927, the States’ contri- 
bution is at the rate of 5/- per centum per annum. To extinguish 
its own debt the Commonwealth makes contributions at the rate 
of 10/- per centum per annum (30/- per centum in the case of 
debts incurred for the Postmaster-General’s department). Pay- 
ments at those rates to a Sinking Fund would extinguish the States’ 
debts existing at June 30, 1927, in 58 years, and those incurred 
since in 53 years. 

At the time when the Financial Agreement was made, Australia 
was passing through what we now know to have been a boom 
phase, and the Agreement was hailed by many in a spirit of 
optimism as a satisfactory solution to the problem of debt extinction. 
There were not wanting a few critics who questioned the ability 
of Australia to repay the whole of its public debt within 60 years 
and who doubted the wisdom of attempting to do so. These critics 
drew attention also to the unequal abilities of the respective States 
to make the required contributions. 

The events of the past six years have shown that these ques- 
tionings were not unwarranted. The special financial difficulties 
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of certain of the smaller States have been a constant irritant in the 
financial relations of the Commonwealth and the States, and we 
have seen the spectacle of contributions to a Sinking Fund to pay 
off old debts accompanied by new borrowings to meet current 
deficits partly occasioned by the Sinking Fund contributions. This 
experience is not an unknown phenomenon; there are historical 
analogies, such as that of the British Sinking Fund plan instituted 
in 1786, which broke down for the reason that the exigencies of 
war finance led to a large proportion of the annual contributions 
to the fund being obtained from new loans instead of from budget 
surpluses. 

In addition to the Sinking Fund contributions made by the 
Commonwealth and the States, certain of the boards and commis- 
sions operating Governmental business activities are required by 
law to make contributions towards providing for depreciation of 
the assets under their control. The question arises whether depre- 
ciation provisions, in addition to loan redemption, are necessary, 
and if so, to what extent. 

Obviously it is desirable that provision should be made ‘ir loan 
redemption ; it is equally desirable that provision should be made 
for writing off the loss in value of the Governments’ capital assets 
through depreciation. It is not our intention in any way to depre- 
cate the principles of financial policy upon which the Financial 
Agreement was based. 

But it is evident that the question of the ways and means of 
reaching the desired objective raises a number of purely account- 
ancy problems, and that accountancy training and experience is 
needed in the solution of those problems. 

At what rate should we endeavour to redeem our public debt, 
should depreciation provisions be made in addition to, or in substi- 
tution for such redemption, how can the burden be spread equitably 
between the various States, and what steps should be taken to 
avoid the anomaly of debt “redemption” by means of new borrow- 
ings? These are problems such as the accountant is accustomed 
to meet in his daily avocation ; their solution involves an analytical 
survey of the nature of the public debt, the “assets” by which that 
debt is now represented, the earning capacity of those “assets” 
and their durability. Accountancy problems calling for account- 
ancy thought and technique! As accountants, what are we doing 
about them ? 
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Taxation Section 
Edited by J. A. L. Gunn, F.1.c.a. 


CONCESSIONAL DEDUCTIONS 


Whilst agreement has not been reached by all the taxing authori- 
ties as to the amounts to be allowed in respect of the various con- 
cessional deductions, the several Governments have, in the main, 
agreed upon the conditions of and qualifications for these allow- 
ances. The following remarks are confined to these concessional 
deductions which are granted in recognition of the domestic 
responsibilities of the taxpayer. 


Allowances Under Commonwee’'!: Bill 


As the Commonwealth Treasurer pointed out in his second 
reading speech, all sections of the populatioa are entitled to con- 
sideration with regard to allowances for dv.aestic responsibilities, 
and the graduation of the rates of tax in proportion to “ability to 
pay” should be allowed to hold the scales evenly between those 
with small incomes and those with larger incomes. For this reason 
the limits of income at present imposed for certain concessional 
deductions have been removed from the Commonwealth Act, but 
a fixed maximum amount that can be claimed under the respective 
headings has been prescribed. Under the Commonwealth Bill, 
only residents of Australia are entitled to these domestic concessional 
deductions. 

Allowances Under Staite Bills 

The concessional deductions under the New South Wales Bill 
are confined to taxpayers “domiciled” in the State. Where, how- 
ever, a taxpayer, who is domiciled in another State, say in Victoria, 
but derives income in New South Wales, does not, by reason of 
the insufficiency of his income in Victoria, receive the full benefit 
of the concessional deductions and statutory exemption in Vic- 
toria, the N.S.W. Commissioner may allow either the whole or 
such part of the concessional deductions or statutory exemption 
provided for under the N.S.W. Bill applicable to persons domiciled 
in New Southt Wales as in the Commissioner’s opinion is just, 
having regard to the taxpayer’s income in New South Wales as 
compared with his total income. Where such an allowance is made, 
the taxpayer cannot also claim the statutory exemption allowed to 
persons domiciled outside New South Wales, Clause 89 (2). 

The Victorian Bill also confines the allowance of concessional 
deductions to persons domiciled in Victoria. With regard to tax- 
payers domiciled in other States, Clause 72 contains the same pro- 
visions as Clause 89 (2) of the New South Wales Bill. 

In Queensland the allowance of concessional deductions is not 
confined to persons domiciled there. The same applies to South 
Australia, where concessional deductions are allowed to all resi- 
dents of Australia. 
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In Tasmania the concessional deductions are restricted to a 
resident of Tasmania. This restriction will not, however, operate 
against residents of other States. Although it would appear that 
a State may differentiate on the ground of domicile, it cannot 
constitutionally do so on the ground of residence. 


Income Limits Imposed by States 


New South Wales: The N.S.W. Bill, like the Commonwealth, 
does not impose an income limit upon a taxpayer who claims the 
concessional deductions. 

Victoria: Income limits are imposed on the taxpayer under the 
Victorian Bill, viz. :— 

(a) Where his income for the year of income exceeds £1,200, 
he cannot claim wife allowance, child allowance, medical 
expenses or funeral expenses. 

(b) Where his income exceeds £800, but does not exceed 
£1,200, the total of the four concessional deductions named 
will be diminished by an amount which bears to the total 
of those allowable deductions the same proportion as the 
income in excess of £800 bears to £400, viz. :— 


Taxpayer’s income is £1,000. 


Wife allowance .. .. .. . e498 £50 
eS ee 
SEOGNOnS GBUNOES 0. 5. wk is be ee ee | 

£200 


Allowance: Income in excess of £800 = £ 200. 
£200 : £400 :: £100 : £200. 


In this case the taxpayer can only claim a total of £100 in 
respect of the three concessional deductions. 


For the above purpose “income” means the residue after deduct- 
ing from the sum of the assessable income and the net dividends, 
all allowable deductions, except the statutory exemption and the 
four concessional deductions named. 

Queensland : Queensland imposes an income limit of £640 upon 
the full claims for wife or relative and child allowances, but grants 
diminishing allowances in respect of incomes in excess of that sum. 
As the wife or relative, and the child allowance, vary, they are 
explained in detail under their appropriate headings below, but it 
should be noted here that the allowances both reach vanishing 
point when the net income reaches £1,000. In calculating this 
limit dividends are to be added to the taxpayer’s net income, and 
the two concessional deductions named are not to be taken into 
account. 

South Australia: Concessional deductions are only allowed to a 
taxpayer whose net income before deducting the statutory exemp- 
tion does not exceed £650. Clause 94 of the S.A. Bill provides 
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that where any income is assessed in respect of a period less than 
twelve months, a part only of the concessional deductions and 
statutory exemption allowable in respect of a full year of income 
shall be allowed to the taxpayer, and that part shall bear the same 
ratio to the full concessional deductions or statutory exemption, as 
the number of weeks in respect of which the income is assessed 
bears to fifty-two. Any part of a week shall be regarded as a full 
week. 

Tasmania: Tasmania does not impose an income limit upon 
concessional deductions. 


The following is a brief summary of the concessional deductions 
provided for in the new Bills :— 


Wife Allowance 


Commonwealth : Clause 79 (a) : The allowance is £50 in respect 
of the spouse of the taxpayer, subject to the following conditions, 
viz. :— 

(a) that the spouse is a resident of Australia, and 

(b) is wholly maintained by the taxpayer, the tests for which 

are :— 

(i) The separate net income derived from all sources 
by the spouse in the year of income must not exceed 
£50, and 

(ii) the taxpayer contributes to the maintenance of the 
spouse. 

A wife can therefore claim the deduction in respect of her 
husband, subject to the same conditions. Provision is made for a 
proportionate allowance where the spouse is wholly maintained by 
the taxpayer during part only of the year of income. The Com- 
monwealth Government estimates that this new concession will 
reduce the revenue by about £300,000. 

New South Wales: Clause 89 (1) (a): The allowance is £50, 
but the conditions are more liberal than under the Commonwealth 
Bill, though less liberal than under the present State Act :— 


(a) The spouse must be a resident of Australia. 

(b) The net amount of income of the spouse from all sources 
must not exceed £100. 

(c) The taxpayer claiming the deduction must be the principal 
support of the spouse. 


There is no restriction of the allowance where the spouse is 
maintained during part only of the year of income, i.e., where a 
broken period occurs through marriage or death. Where the tax- 
payer makes a claim in respect of a dependant relative, he cannot 
also claim wife allowance. The allowance is restricted to persons 
domiciled in New South Wales, except in the circumstances set 
out in above paragraph headed “Allowances Under State Bills.” 

Victoria: Clause 71 (1) (a): The allowance is £50 and the 
conditions imposed are the same as under the Commonwealth 
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Bill, except that the allowance is restricted to taxpayers domiciled 
in Victoria in respect of spouses resident in Victoria. 

The income limits set out above in paragraph headed ‘Income 
limits imposed by States” apply to this allowance. 

Queensland: Clause 29 (25) (a): The allowance is £72 in 
respect of the spouse of the taxpayer, and the conditions imposed 
are the same as under the Commonwealth Bill, with the addition 
of the income limit referred to above. The income limit in the case 
of full wife or relative allowance is £640, but where the taxpayer’s 
net income. exceeds that sum, the allowance of £72 (or part 
thereof where the spouse or relative is wholly maintained during 
part only of the year of income) is to be reduced by £1 for each 
£5 by which his net income exceeds £640. Example :— 


Net income, £800. The wife allowance is £40, viz.: 


£72 — S00 _ £40. 

There is no allowance in the case of net incomes of £1,000 and 
upwards. 

The allowance is not confined to taxpayers who are residents 
of Australia, but the spouse must be a resident of Australia. 

South Australia: Clause 91 (a) : The allowance is £30, and the 
conditions imposed are substantially the same as under the Com- 
monwealth Bill, with the addition that the allowance is confined 
to taxpayers whose net i*.ome does not exceed £650. The proviso 
as to proportional allowance is better drafted than that which 
appears in the Commonwealth Bill. 

Tasmania: There is no wife allowance under the Tasmanian Act. 


Dependant Relative Allowance 


Commonwealth: Clause 79 (a): The allowance of £50 is con- 
fined to cases where the taxpayer is a widower, in respect of a 
female relative having the care of any of his children who are 
under 16 years of age. The same conditions as to residence, main- 
tenance and maximum income of relative are imposed as in the 
' case of wife allowance. 

New South Wales: Clause 89 (1) (a): The allowance is £50, 
the conditions being— 


(a) The relative must be a resident of Australia. 
(b) The net income of the relative from all sources must not 
exceed £100. 
(c) The taxpayer must be the principal support of the relative. 
(d) The taxpayer must have spent during the year of income 
at least £50 towards the maintenance of the relative. Pay- 
ments to the relative for board and lodging, etc., are to be 
excluded in calculating such expenditure. 
Both married and single persons can claim the dependaut allow- 
ance, but where wife allowance is claimed, he cannot also claim 
the dependant allowance. The deduction of £50 is in respect of 
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one relative, and one relative only. Where the relative is a child 
in respect of which child allowance is allowed, a claim cannot also 
be made in respect of such child under Clause 89 (1) (a). 

Victoria: There is no allowance for dependants in the Victorian 
Bill. 

Queensland: Clause 29 (25) (a): The allowance is £72 to a 
widower in the same circumstances and under the conditions as 
are set forth in the Commonwealth Bill, with the addition of the 
income limit explained under Wife Allowance. The allowance is 
not confined to taxpayers who are residents of Australia, but the 
relative must be a resident of Australia. 

South Australia: Clause 91 (a): The allowance is £30 to a 
widower, and the circumstances and conditions appearing in the 
Commonwealth Bill apply, except that the female need not be a 
relative. 

Clause 91 (c): In addition to the above, the South Australian 
Bill grants an allowance of £30 in respect of any parent of an 
unmarried taxpayer, or any brother or sister of an unmarried tax- 
payer who is under 16 at the beginning of the year of income if 
the parent or brother or sister is a resident of South Australia and 
is wholly or mainly maintained by the taxpayer. 

There seems to be a slip in the South Australian Bill, as it is a 
normal occurrence for a widower to engage the services of his 
mother to have the care of his children where he supports his 
mother. On the assumption that a widower is an “unmarried tax- 
payer” he could, in the circumstances, claim the allowances under 
both paragraphs. 

The income limit imposed is £650. 

Tasmania : Provision has not been made for any dependant allow- 
ance in the Tasmanian Act. 


Child Allowance 
Commonwealth: Clause 79 (b): The allowance is £50 to a 
taxpayer who is a resident of Australia in respect of each child 
who— 
(a) is a resident of Australia, 
(b) is under 16 years at the beginning of the year of income, and 
(c) is wholly maintained by the taxpayer. 
The child need not be a child or any other relative of the tax- 
payer. 
Provision is made for a proportional allowance where the child— 
(i) is born during the year of income, 
(ii) attains the age of 16 years during the year of income, 
(iii) is wholly maintained by the taxpayer during part only 
of the year, 
(iv) is only partially maintained during the whole of the year, 
(v) is only partially maintained during part only of the year. 
New South Wales: Clause 89 (i) (b): The allowance of £50 
to a taxpayer domiciled in New South Wales is identical with that 








1936 THE AUSTRALIAN ACCOUNTANT 85 


contained in the Commonwealth Bill. There is also no income limit. 
The reader is referred to the first paragraph under “Allowances 
Under State Bills” concerning the circumstances in which allow- 
ances may be made to taxpayers domiciled in other States. 

Victoria: Clause 71 (b): The allowance is £50 to a taxpayer 
domiciled in Victoria, and the conditions are the same as those 
imposed under the Commonwealth Bill, except that the child must 
be a resident of Victoria. 

The income limit for the full allowance is £800, and the allow- 
ance diminishes until the income reaches £1,200, when it vanishes. 
See example under paragraph headed “Income limits imposed 
by States.” 

Queensland: Clause 29 (25) (b): The allowance is £60 in 
Tespect of each: 

(a) invalid child of the taxpayer over the age of 16 years, and 

(b) child under 16 years at the beginning of the year of income, 

irrespective of whether or not he or she is a child of the 
taxpayer, 
provided the child is a resident of Australia and is wholly main- 
tained by the taxpayer. 

The same provision is made for proportional allowance in the 
case of partial maintenance, etc., as is contained in the Common- 
wealth Bill. 

The income limit for the full allowance is £640. Thereafter 
each of the allowances of £60 is reduced by £1 for each £6 by 
which the taxpayer’s income exceeds £640, thus vanishing at 
£ 1,000, as in the case of the wife allowance. Example :— 


Net income £790: Two children under 16 years: 


£129 — ~~ _ g05. 
In this case the allowance to the taxpayer in respect of the two 
children is £95. 

No conditions of residence or domicile are imposed upon the 
taxpayer. 

South Australia: Clause 91 (b): The allowance is £30 for 
each child, the conditions being the same as under the Common- 
wealth Bill. The income limit is £650. 

Tasmania: Section 52: The allowance is £39. The conditions 
are the same as under the Commonwealth Bill, except that both 
the taxpayer and the child must be residents. 


Medical Expenses 
Commonwealth: Clause 79 (e): A resident taxpayer is entitled 
to a deduction of payments by him during the year of income, not 
exceeding £50 in the aggregate, to any— 
(a) legally qualified medical practitioner, nurse or chemist, 
(b) or public or private hospital, 
in respect of any illness of, or operation upon, the taxpayer, his or 














86 THE AUSTRALIAN ACCOUNTANT MAR. 








her spouse, or any of his or her children under the age of 21 years, 
if the spouse or child is a resident of Australia. 

New South Wales: Clause 89 (1) (c): The maximum allow- 
ance is also £50 to a taxpayer domiciled in New South Wales, 
the conditions being identical with those of the Commonwealth Bill. 

Victoria: Clause 71 (1) (c): The maximum allowance of £50 
is confined to a person domiciled in Victoria, and the spouse or 
child must also be a resident of Victoria, otherwise the conditions 
are the same as those imposed by the Commonwealth Bill. 

The income limits previously referred to also apply to medical 
expenses. 

Queensland: Clause 29 (25) (c): The maximum is £50, and 
the provisions are identical with those of the Commonwealth Bill. 
There is no restriction as to domicile or residence cast upon the 
taxpayer, and the allowance is not subject to any income limit as 
in the case of wife (or widower’s relative) and child allowances. 

South Australia: There is no provision for medical expenses in 
the South Australian Bill. 

Tasmania: The Tasmanian Act also does not provide for any 
allowance under this heading. 


Funeral Expenses 


Commonwealth: Clause 79 (d): Payments not exceeding £20 
in the aggregate made by a resident taxpayer in the year of income 
are allowable in respect of funeral and burial or cremation expenses 
arising out of the death of his or her spouse, or child under 21 
years, but only :— 


(a) if the spouse or child was, at the time of death, a resident 

of Australia; and 

(b) to the extent that these expenses are not recouped to the 

taxpayer by any society or association. 

New South Wales: Clause 89 (1) (d): The paragraph is identi- 
cal with the Commonwealth provisions. The allowance is confined 
to a taxpayer who is domiciled in New South Wales, except in the 
circumstances set out in the paragraph headed “Allowances Under 
State Bills.” , 

Victoria: Clause 71 (1) (d): The paragraph is the same as the 
Commonwealth, except that the spouse or child must have been 
a resident of Victoria at the time of death, and the allowance is 
confined to taxpayers who are domiciled in Victoria. 

The income limit is the same as in the case of the deductions 
previously dealt with herein. 

Queensland : Clause 29 (25) (d) : The provisions of the Queens- 
land Bill regarding this allowance are identical with those of the 
Commonwealth. There is no income limit. 

South Australia: The South Australian Bill contains no pro- 
vision for the allowance of funeral expenses. 
Tasmania: The same applies to Tasmania 
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Life Assurance and Other Provisions 


Commonwealth: The present Commonwealth Act allows a 
deduction up to £50 for life assurance premiums and up to £100 
for superannuation payments and payments to friendly societies. 
These deductions are grouped together in the new Bill under 
Clause 79 (e) with the fixation of a maximum allowance of £100, 
as against a possible maximum allowance at present of £150. 
While, therefore, this alteration is in some cases a restriction upon 
taxpayers, the general effect will be a concession to the majority, 
as persons who pay life assurance premiums are much greater in 
number than those who contribute to superannuation funds. The 
former will now be able to claim up to £100, instead of £50, as 
heretofore. Mr. Casey stated that the loss to the Commonwealth 
revenue through this change is not likely to exceed £20,000. 


Clause 79 (e) provides for an allowance of 


“Payments made by the taxpayer in the year of income, not 
exceeding in the aggregate one hundred pounds, and being— 


(i) premiums or sums for insurance on the life of the tax- 
payer or of his spouse or children, or for a deferred 
annuity or other like provision for his spouse or children ; 
or 

(ii) payments to superannuation, sustentation, widows’ or 
orphans’ funds, or to any friendly society, for the per- 
sonal benefit of the taxpayer or of his spouse or children.” 


New South Wales: Clause 89 (1) (e): The provisions are the 
same as those of the Commonwealth. 

Victoria: Clause 71 (1) (e): This paragraph is also identical 
with the Commonwealth provisions. The income limit previously 
referred to does nct apply to this concessional deduction. 

Queensland: Clause 29 (25) (e) : This paragraph is also identi- 
cal. There is no income limit. 

South Australia: No allowance is granted under this Bill. 

Tasmania: Section 52 (ii) of the Tasmanian Act provides for 
allowance of payments not exceeding twenty pounds in the aggre- 
gate in any one year made to any superannuation fund for the 
personal benefit of the taxpayer who is in receipt of salary, wages, 
allowances, or stipend. 


Education Allowance 
The Queensland Bill, Clause 29 (21) (a) (V) provides for 


allowance of amounts (not exceeding fifty pounds for each child), 
actually paid by the taxpayer during the year of income to persons 
or educational institutions, for services rendered in connection with 
the education of his children under the age of sixteen years, where 
it is proved to the satisfaction of the Commissioner that suitable 
educational facilities are not provided by the State within reason- 
able daily travelling distance of the place of residence of the tax- 
payer. A deduction shall not be allowed under this sub-pzragraph 
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in respect of any expenditure incurred by the taxpayer in connec- 
tion with the board or maintenance of such children. 


BOARD OF REVIEW 


Mr. Casey stated in the House of Representatives that the 
Government was giving serious consideration, in conjunction with 
the States, to the establishment of a single appellate tribunal for 
Commonwealth and State taxation appeal cases. If and when the 
negotiations with the States are concluded, and the necessary 
uniform legislations are drafted, it is proposed to introduce a sepa- 
rate measure for the establishment of the proposed Court. In the 
meanwhile the provisions of the present Commonwealth Act relat- 
ing to the Board of Review have been incorporated in the Bill. As 
the proposal to establish an appellate tribunal is likely to arouse 
a great deal of interest the matter will be fully discussed in the 
next issue of the journal. In the meanwhile there are two aspects 
of the Bill regarding the Board of Review to which the attention 
of readers is directed :— 


Deposit to Accompany Request for Review 


S. 51 (1) of the present Act provides that the Commissioner shall 
refer his decision on an objection to the Board “if the taxpayer’s 
request is accompanied by a deposit of such amount as is pre- 
scribed for the particular class of case.” Regulation 39 provides for 
a deposit of one per centum of the amount of taxable income in 
dispute, the minimum deposit being £1 and the maximum £50. 

S. 51 (5) empowers the Board to order the forfeiture of the 
deposit if it considers the reference to be frivolous, or unreasonable. 

A great improvement has been effected by the recently introduced 
Bill. Clause 189 provides that if the taxpayer’s request is accom- 
panied by a fee of £1, the Commissioner shall refer the decision 
to the Board. The same fee will also be payable if the taxpayer 
desires to appeal to the High Court or to a State Supreme Court. 
The fee is to be refunded if the taxpayer’s assessment is reduced 
either by amendment or as a result of the decision of the Board or 
Court. 

: Additional Tax 


The Act, and the Bill, impose additional tax in certain cases. 
Where assessable income has been omitted from returns or excess 
deductions have been claimed the automatic penalty is double the 
tax thereby avoided, with a minimum of £1. The Commissioner 
is given the power to remit the whole or portion of such additional 
tax. As Mr. Scullin once pointed out in the House of Repre- 
sentatives, the Parliament has imposed these additional taxes and 
has granted the Commissioner power to remit. It is not true to say 
that the Commissioner imposes these penalties. 

In Jolly v. F.C. of T. 3 A.T.D. 162 the Board of Review held 
that it had no power to review the additional tax imposed. On 
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appeal, the High Court held that the Board of Review did possess 
the power to remit the whole or portion of the additional tax. 

Clause 194 of the Bill provides that for the purposes of review- 
ing the Commissioner’s decisions, the Board shall have all the 
powers and functions of the Commissioner in making assessments, 
determinations and decisions under the Act, other than decisions 
to remit additional tax or any part thereof. 

It is respectfully submitted that the words appearing in italics 
should be omitted from the Bill. Although the Board itself may 
not welcome the additional function it should be empowered to 
review the Commissioner’s decision on such a highly important 
matter. 


OBJECTIONS AND APPEALS 


The following is a comparison of the present Commonwealth 
Act and the Uniform Bill concerning the time factor in lodging 
objections and appeals. 

Objections 


Act.—Objections must be lodged within 42 days but the Com- 
missioner may, in special circumstances, grant an extension of 30 
days. 

Bill—The time within which objections must be lodged is 60 
days after service of the Notice of Assessment. 

Under both the present and the proposed law the Commissioner 
can take as long as he likes to communicate his decision on the 
objection. 

Review 

Act.—Ilf the taxpayer ‘desires the Commissioner’s decision on 
an objection to be referred to the Board of Review he must lodge 
his request within 30 days, but the Commissioner may grant a 
further period of 30 days, upon reasonable cause being shov.n. The 
Commissioner must refer the decision to the Board not later than 
30 days after the request. 

Bill_—The taxpayer’s request must be lodged within 60 days 
after service of the notice of the decision on an objection. 

If within 60 days after receiving the request the Commissioner 
does not refer the decision to the Board the taxpayer may at any 
time thereafter give him notice in writing to do so, and the Com- 
missioner shall within 60 days after receiving the notice refer the 
decision to the Board accordingly. Thus the Commissioner’s time 
limit has been extended from 30 to 120 days. 

The position, however, is even worse than this because the Bill 
(Clause 190, proviso) goes on to state that if, within 60 days after 
receiving the request, the Commissioner requires the taxpayer 
in writing to furnish information relating to the decision or objec- 
tion, the Commissioner shall not be bound to refer the decision to 
the Board until the expiration of 60 days after the receipt by him of 
that information. It seems rather strange that the Commissioner 
should require additional information after having given his decision 
on an objection. 


B 
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Clause 190 is a blot on the Uniform Bill. Equity and simplicity 
would be served if the time limit within which the Commissioner 
must refer his decision were extended from 30 to 60 days. 


Appeal 


Act.—If the taxpayer wishes to appeal to the High Court or to 
a State Supreme Court against the Commissioner’s decision on an 
objection he must do so within 30 days, but a further period of 
30 days may be granted by the Commissioner. 

The Commissioner can take as long as he likes to forward the 
appeal to the Court. 

Bill—The taxpayer’s appeal must be lodged within 60 days. 

The position of the Commissioner is the same as in the case of 
a request for a review by the Board of Review. One of the most 
unsatisfactory features of the present administration of the law is 
the inordinate time taken in clearing up matters in dispute and even 
the minimum time limit of 120 days for forwarding objections to 
a Court, which it is proposed shall be placed on the Commissioner, 
is a step in the right direction. It is recommended, however, that 
a fixed time limit of 60 days should be imposed upon the Commis- 
sioner. 


AIRPLANES AND AIRSHIPS 


In the April, 1935, issue of the Commonwealth Journal of 
Accountancy I pointed out that in view of the recently-established 
air passenger service abroad Section 54 (4A) of the present Com- 
monwealth Act is defective as it only provides for cases of persons 
leaving Australia by “ship.” The new Bill (Clause 212) provides, 
however, for cases where a person intends leaving Australia by 
airplane or airship. My apologies are extended to absconding 
millionaires for revealing this loophole in the Act. Perhaps, how- 
ever, a submarine service might be instituted in conjunction with the 
marlin-fishing boom recently created by Mr. Zane Grey. 





Anomalies in Federal Income Tax Law 


[Lecture deliverad to Commonwealth Accountants Students’ Society (N.S.W. 
Division) by Mr. J. A. L. Gunn, F.1.c.A., on February 19, 1936] 


There was a large attendance at the meeting of the Common- 
wealth Accountants Students’ Society held at the Millions Club 
Lounge, Sydney, on Wednesday, February 19, when a lecture 
entitled “Anomalies in Federal Income Tax Law” was delivered 
by Mr. J. A. L. Gunn, F.1.c.a. 

The President of the Society, Mr. W. T. Charge, F.c.1.s., occu- 
pied the chair, and after the formal business of the meeting had 
been despatched, he welcomed Mr. S. McKellar White, F.1.c.a., 
President of the Taxpayers’ Association of N.S.W., and introduced 
the lecturer, Mr. J. A. L. Gunn, F.1.c.a., who, he said, was one of 
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our most eminent authorities on taxation matters, and who was 
probably known to most of the members as co-author of one of 
Australia’s greatest text-books on taxation law, and the writer of 
articles on that subject appearing regularly in Australian account- 
ancy journals. He said :— 

“There are anomalies in taxation just as in all phases of life— 
like the poor, they are always with us, and if you bring them under 
notice you are likely to be told that you can’t make an egg omelet 
without breaking an egg. But in taxation, anomalies can and 
should be adjusted. There is an old couplet: 


‘In things a moderation keep, 
Kings should shear not skin their sheep.’ 


From quite gentle caressing, has come an almost murderous attack 
on the sheep—the unfortunate taxpayers of our country. If a man 
or a company is taxed out of business functioning—call it what 
you will, it is, in the last analysis, economic murder. If the popula- 
tion of Australia resided in, say Tasmania, and the seat of Govern- 
ment were there, politicians would have no hope of “bushranging’ 
—-public opinion concentrated, indignant and unanimous, would 
prevent this. With our conditions—a relatively small population, 
far-flung geographically—opportunity is given for the imposition 
of demand after demand on citizens almost to the point of ruina- 
tion for many. The psychology of the crowd may, however, not 
be understood by those whose economic illiteracy lulls them into 
believing that the present destructive taxation policy of the Com- 
monwealth can be continued ad lib and its oppression added to the 
weight the community is trying to carry to-day. No taxation 
measure should be introduced for the consideration of Parliaments 
until it has been examined by recognised experts. Most taxation 
measures are inequitable in their incidence and collection; many 
bristle with anomalies ; all have their bearing on the unemployment 
problem. The slogan of the Taxpayers’ Association of New South 
Wales—‘Decreased taxation means increased employment’—states 
a truth logically and clearly. Taxation must be lightened as well 
as anomalies removed if our young country is not to be strangled 
before it can walk nationally.” 

Mr. Gunn said that he fully recognised that the subject upon 
which he was to speak was one that was provocative of much 
irritation, but he hoped that his audience would derive some assist- 
ance therefrom, especially those who were studying for the forth- 
coming Final (Legal Section) Examination of the Commonwealth 
Institute. 

He quoted as his “text,” a passage dealing with discriminations 
in taxation from Sir Josiah Stamp’s Principles of Taxation, and 
as an illustration of particularly favourable treatment to one class 
of taxpayer he instanced Section 30 of the Federal Income Tax 
Act, which reads :-— 


“1. Where an individual derives income from a business carried 
on by himself or in partnership with other persons, and his rate 
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of tax on that income exceeds the rate imposed on the taxable 
income of a Company, he shall be entitled to a rebate in his assess- 
ment of a sum equal to the amount by which his tax on 15 per 
centum of that income exceeds the tax that would be payable on 
that percentage of that income, at the rate imposed on the taxable 
income of a Company. 

“2. In this section ‘business’ means a business which, from its 
nature and character, requires for its efficient working the retention 
in the business of some part of the income of each year.” 

The lecturer stated that Section 30, in his opinion, and in the 
opinion of others who had made a study of that subject, could not 
possibly benefit any other class of taxpayer than primary producers. 
Although individuals or firms carrying on businesses were assessed 
at considerably in excess of the Company rate of 1/- in the &, it 
would be difficult for any such individual or firm, with the excep- 
tion of a primary producer, to obtain the concession provided for 
in Section 30 (S.S. 1), in view of the qualification of S.S. 2, which 
was obviously intended to apply to natural increase. This was a 
special concession to graziers, and no other class of taxpayer could 
obtain such a concession. 

While a grazier is carrying on business, he brings his stock into 
account in his trading figures. When his breeding stock came to 
be sold at a disposal sale, it ceased to be trading stock, underwent 
a mysterious change, and became “plant,” and any profit, except 
wool on sheep’s backs was exempt. This had proved a “Greek 
gift” to many graziers, as, since the depression, they had sustained 
losses at disposal sales, and they could not claim a deduction in 
respect of losses of breeding stock. 

There were two different methods of valuing natural increase, 
thus creating anomalies and discriminations. These were to be 
remedied by the Uniform Bill, which provides for natural increase 
being brought into account in the year of birth, but this would 
create a difficulty with those graziers who have not yet returned 
their natural increase. This was to be overcome by giving the 
latter a “free debit” at the beginning of the current income year. 

Another distinction made between graziers and other taxpayers 
was that of depreciation on capital improvements. A grazier can 
take up virgitt land and can claim, as a deduction from his income, 
certain allowances for money expended in improving the property ; 
he can claim a deduction for wire and wire netting and other 
expenditure incurred in protecting his property from rabbits and 
other pests. Whilst it was very desirable that graziers should be 
encouraged to improve their properties and to exterminate rabbits 
and other pests, the lecturer contended that the Taxation Act was 
not the right place to make such concessions to primary producers. 

It was thought that the new uniform Bill would be framed in such 
manner as to abolish many of the anomalies hitherto existing, but 
the Government could not see its way clear to abolish or amend 
Section 30, and the discrimination created by that section is conse- 
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quently to remain together with the discriminatory allowance to 
graziers for capital improvements. 

Commonwealth Bonds, in the opinion of the lecturer, should 
never have been tax free; the existence of such a privilege en- 
couraged wealthy people to hold Government Bonds instead of 
investing in new enterprise. 

Direct taxation on income was the only just and equitable form 
of taxation. Unfortunately, in Australia, indirect taxation has too 
many adherents, and the ramifications of the incidence of indirect 
taxation were difficult to follow. 

It was utterly wrong to tax a worker by the year, as he could 
not budget to the year; in fact, it was undesirable to levy a tax on 
working people, although if this were unavoidable, the fairest way 
of doing so would be by a tax on luxuries such as beer and tobacco. 
If, however, a worker is earning a mere subsistence, and he is 
taxed in the form of wages tax and sales tax, he is compelled to 
curtail his expenditure on the necessities of life, which naturally 
impairs his efficiency, and such diminution of efficiency means a 
loss to his employer, thus completing the circle of the “pass it on’’ 
doctrine. 

On the other hand, taxation at the source takes no notice of 
domestic responsibilities. A bachelor, under Special Income Tax, 
or Unemployment Relief Tax, pays no more in taxation than a man 
earning a similar wage, who is supporting a family of perhaps 
four or five children. Sales Tax similarly affects the married man 
to a greater extent than the bachelor, by reason of the fact that the 
married man necessarily makes more taxable purchases than the 
single man. . 

Mr. S. McKellar White, in moving a vote of thanks to the lec- 
turer, appealed to the members to link up with the Taxpayers’ 
Association of N.S.W., and outlined some of the activities of that 
association, including the representations which were being made 
for the right of taxpayers to appeal against decisions of the Taxation 
Commissioners. He contended that the Special Income Tax, for- 
merly called Unemployment Relief Tax, was a camouflage: since 
1929 unemployment had been considerably reduced, but the tax 
was continued, and the Government was now receiving far tore 
than was being expended on unemployment relief, the surplus 
being absorbed by other Government expenditure. He had listened 
with great interest to Mr. Gunn’s lecture, and he was pleased to 
move a hearty vote of thanks to the lecturer. 

The vote of thanks having been carried with acclamation, con- 
veyed by the Chairman to Mr. Gunn, and suitably acknowledged 
by the latter, brought to a close a very interesting and instructive 
meeting. 
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Holding Companies 
By F. A. EAGER, a.t1.c.a. 


King Solomon has said: “There is nothing new under the sun.” 
Marco Polo and his father were wise enough to take with them on 
their travels companies of soldiers to hold their merchandise and 
possessions and protect not only their persons but the goods and 
gold and precious stones they brought back with them from the 
Orient. 

Only a few generations ago trade invariably followed the soldiers 
in uncivilised and unknown lands. But what now? 

In these days of law and order and with the large expansion of 
trade and industry there is, apparently, still the necessity for pro- 
tection for those who would venture beyond their own cities. 

Holding companies are the culmination of centuries of mercan- 
tile expansion, and, as such, are entitled to, and usually do obtain 
proper recognition where they are genuinely serving the interests 
of a particular country. 

Sometimes it happens, however, there is too much artificiality 
about these concerns, and their subordinate companies roam around, 
gypsy fashion, without regard to the welfare of those with whom 
they sojourn. 

Conditions and laws in various countries differ considerably 
and no wise or prudent body of men would submit the whole trunk 
or body to be mauled by each or any ravenous country or state. 

Are we then to regard with suspicion all large organisations 
who would enter new fields and yet endeavour to keep themselves 
whole ? 

Under modern conditions local companies, even though still 
submissive to their parents abroad, have definitely a role to fill 
and we cannot afford to take a narrow view. 

Excess prices, and taxation, are, of course, big questions, but 
if there were no attempts to charge the former and avoid the latter, 
we should still find the system necessary, for no people would 
venture in search of further trade or profits where there was no 
protection. , 

Whether such a fine system has been prostituted, or exploited to 
excess, within the bounds of any one country or in world trading 
is a matter for the authorities to deal with, but extreme care and 
a proper appreciation of modern conditions are of necessity of 
paramount importance. 








1936 THE AUSTRALIAN ACCOUNTANT 95 


Publications Received 


Professional Businesses’ Accounts. By A. N. W. Thompson. 
(Gee & Co. (Publishers) Ltd.) London, October, 1935. 58 pp. 
Published price, 5/-; post free abroad, 5/6. 

Chapter 1 deals with the rules relating to trust funds of Solicitors 
in England, New Zealand and South Africa. The remainder of 
the book consists of a description of a system of bookkeeping 
intended for use particularly by professional men handling trust 
funds. The author is an Attorney of the Supreme Court of South 
Africa and a Fellow of the Institute of Accountants of South Africa. 


Research in the Office. By P. T. Lloyd. (Gee & Co. (Publishers) 
Ltd.) London, 1935. 132 pp. Published price, 7/6; post free 
abroad, 8/3. 

The author is attached to the Personnel Department of the 
G.P.O., London, and is well known as a lecturer and writer on 
office organization and management. His name will be familiar to 
readers of The Accountant. The book is a reproduction of papers 
read before the Office Machinery Users’ Association or of articles 
in The Accountant, which are partly a thoughtful and valuable 
analysis of the need for research in the office as well as in the 
laboratory and partly a realistic examination of the merits and 
shortcomings of many types of office machinery. Stress is laid 
throughout on the need for co-operation between the accountant 
and the engineer in the sphere of office practice, the ultimate object- 
ive being simplification. To accountants, office managers «nd office 
machinery salesmen the book may confidently be recommended. 


Bibliography of Works on Accounting by American Authors. By 
H. C. Bentley and Ruth S. Leonard. (Harry C. Bentley.) 
Boston, October, 1934. In two volumes. Vol. I, 197 pp; Vol. IT, 
408 pp. Published price: Vol. I, $3.50; Vol. II, $4.50. Two 
Vols., $7.50. 

Volume I enumerates the principal accounting works by Ameri- 
can authors published prior to 1901. The works are listed chrono- 
logically and are later classified according to subject matter, and 
a short description of the contents of each work is given. This 
volume is likely to be most informative to teachers and those 
interested in the history of accountancy. Volume II enumerates 
and shortly describes accounting works by American authors 
between January 1, 1901, and January 1, 1935. As in the first 
volume, the works are listed chronologically, and are later classi- 
fied. The number of works dealt with is no less than 874, of 
which 479 were published since 1920. The rapid growth of account- 
ancy literature which these figures disclose is in itself a justification 
for the publication of a bibliography as a guide, not only to teachers, 
but to those who wish to obtain assistance on specialised account- 
ing problems. The authors have done their work with evident 
care and judgment. 
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Bankruptcy Section 
Edited by A. H. OUTHWAITE, F.c.a. (aust.) 

THE DISTRIBUTION OF A BANKRUPT ESTATE 

[An Address delivered to the Commonwealth Accountants’ Students’ Society 
(Victorian Division) } 

When disaster overtook the commercial community in the form of 
assumption by the Commonwealth of bankruptcy legislation which 
had hitherto been in the hands of the States, the order of distribution 
of a bankrupt estate was set forth in Section 84 of the Common- 
wealth Act. I should say at the outset that although the Section is 
expressed to relate to the estate of a bankrupt and a bankrupt is 
defined by the Act as a person in respect of whose estate a seques- 
tration order has been made, yet Parts XI and XII of the Act 
relating to Deeds of Arrangement have in each of them provisions 
which render this Section 84 of the Act applicable to such Deeds. 
So that under a Deed of Arrangement debtor and creditors cannot 
contract themselves out of the rigid provisions of the Section and 
make any arrangement for special priorities which might be much 
more adapted to the requirements of all parties concerned. 

It is true that after strong representations on behalf of Trustees 
and the business community, some relief from the general rigidity 
of the Section was provided by sub-clause (j) which reads 
“Eighthly, in payment of such preferences, priorities or advantages 
in favour of any creditor or group of creditors as regards any 
other creditor or group of creditors and in payment of such costs, 
charges and expenses incurred in the interests of creditors prior 
to sequestration” (or any composition or scheme of arrangement) 
“as are passed by a special resolution of creditors at a general 
meeting, the notice convening which contains a copy of the resolu- 
tion to be submitted: Provided that no payments shall be made 
under this paragraph until twenty-eight days after a certificate 
that the notice convening the meeting was duly forwarded to the 
debtor and to every creditor appearing in the statement of affairs 
or debtor’s affiidavit has been filed in the Court together with a 
copy of such resolution. Before the expiration of that period of 
twenty-eight days the bankrupt or debtor or any creditor may 
apply to the Court to reverse or vary the decision of the creditors 
and the Court may make such order as it thinks fit.” 

You will see that the only provision for preferential payment of 
claims for supplies or expenses incurred in the interests of credi- 
tors generally immediately prior to the act of bankruptcy, which, 
in common fairness, should be paid in priority to other debts, 
is by medium of a general meeting called by notice containing a 
copy of the resolution intended to be submitted, a special resolu- 
tion—that is, by a majority in number and three-fourths in value 
of the creditors present, filing a certificate and copy resolution in 
the Court and all the rest of the rigmarole concerning appeal by 
the debtor or any creditor and so forth. Consequently, a creditor 
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who has supplied goods to a debtor whose affairs have been under 
supervision on behalf of the creditors generally, or has found the 
money to insure his stock, or an accountant who has been super- 
vising the debtor’s affairs, or has made an investigation and 
report with a proper statement of affairs, is an ordinary creditor, 
and payment of such claims in full is dependent upon the will of 
a majority in number and three-fourths in value of creditors, and 
upon the discretion of the Judge in the event of appeal by the 
debtor or any creditor. The Act, by the way, gives no indication 
of any principle by which the Judge should be guided in exer- 
cising his discretion as to whether the resolution should be upheld 
or rejected. 

In the good old days before the Commonwealth Act, these 
things were better arranged. If any payment had been made, 
goods supplied or liability incurred for professional services, 
insurance premiums or otherwise, which was obviously for the 
benefit of creditors generally, a provision for priority of payment 
was inserted in the Deed and ii any creditor liked to object he 
could refuse to accept the Deed of Arrangement and could petition 
for sequestration of the Estate. In my own experience of Deeds 
of Arrangement under the Victorian Insolvency Act, I do not 
remember a single case in which a creditor refused to accept the 
Deed on the ground that it contained an objectionable provision 
for priority of payment. It is largely the restriction which the Act 
imposes upon the right of creditors and debtor to settle these and 
other matters by agreement that has rendered the Act so unpopular 
and has given rise to a considerable body of representative opinion 
that there should be a separate Deeds of Arrangement Act similar 
to the English Act and having the freedom from bankruptcy juris- 
diction which is a feature of the English Act. 

To return, however, from the law as it should be to the law as 
we find it. I propose to follow as nearly as conveniently may be 
the sequence of priorities of payment set forth under the headings 
firstly to eighthly in the Section itself. 

In pride of place under the heading “firstly” as it should be, we 
find the item remuneration of the Trustee. This remuneration 
must be fixed by a resolution of creditors, and as Section 133 of 
the Act, which covers the matter of remuneration, relates to Deeds 
of Arrangement as well as to sequestrations, there can be no effect- 
ive agreement between the parties to a Deed of Arrangement as 
to what a Trustee’s remuneration shall be. Here again we find the 
Act (Section 133) clipping the wings of those who might seek to 
agree amongst themselves as to what remuneration should be paid 
for skilled professional services. The remuneration must take the 
form of either a commission on realisation or a fixed sum, or 
where the business of the debtor is carried on by the Trustee, he 
may be paid such periodical sums or commission on turnover as 
are fixed from time to time by the creditors and agreed to by the 
debtor or as directed by the Court. It should be noted that the 
debtor must be asked to agree to this allowance for carrying on 
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the business, but he is not consulted as to the nature or amount 
of the principal remuneration. It is difficult to conjecture what 
the framers of the Section had in mind when they inserted this 
tag of assent by the debtor. In practice it becomes a mere 
formality. 

Secondly on the list of priorities is, in the case of - deceased 
debtor, payment of the proper funeral and testamentar, expenses 
incurred by the legal personal representative of the deceased 
debtor. There is no need for any special comment upon this 
provision beyond reference to the apparent misuse of the word 
“incurred.” The funeral expenses are not incurred by the legal 
personal representative. They are payable by him but are incurred 
by those who have made the funeral arrangements. However, I 
understand that a liberal interpretation is placed upon the word. 
The proper procedure is proof by the legal personal representative 
accompanied by an order from him to the Trustee to pay the 
amount to the person ultimately entitled. 

Thirdly we have the payment of wages or salary of any clerk, 
servant, labourer or workman (not being a wife, husband, child, 
parent, brother or sister of the bankrupt) not exceeding £50 for 
services rendered within four months before the date of bank- 
ruptcy. It is to be noted that the services must be rendered 
within the period of four months immediately preceding the bank- 
ruptcy, so that if an employee has left the service of the bankrupt 
during the four months’ period he is only entitled to be paid 
preferentially for the period commencing four months before the 
bankruptcy and ending on the date of cessation of his services, 
although the total wages due to him may be a full four months’ 
wages or more. The provision excluding the bankrupt’s relatives 
from preferential payment is an excellent one. Cases are common 
in which the wife, husband or children assist the bankrupt in the 
business for the general benefit of the family and without asking 
for or expecting any specific wages, but when bankruptcy occurs 
and there is a prospect of deriving payment at the expense of other 
creditors in the estate, there is little hesitation in putting forward 
claims for arrears of wages at full Wages Board rates for consider- 
able periods. These claims are difficult to resist and it is at least 
some relief to’the general body of creditors that, if admitted, the 
claimants are entitled to no more than a dividend on the amount of 
their claims. 

Fourthly is a priority which, in my own experience, has never 
arisen—that is, a claim for employers’ liability not exceeding £200 
to an injured employee. As there is a proviso that the paragraph 
does not apply where the liability is covered by insurance, any 
claim of this kind may be regarded as unique. 

Fifthly is the claim of an articled clerk or apprentice under 
Section 87. This Section provides that such clerk or apprentice 
may terminate the apprenticeship on the ground of sequestration 
and that the Trustee may refund to or for the use of the clerk 
or apprentice such part of the apprenticeship premium as the 
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Trustee considers reasonable in all the circumstances, subject to 
appeal to the Court. These cases are not unusual in bankruptcies 
of persons engaged in professions and skilled callings. I recently 
had occasion to apply the Section in the case of a bankrupt chemist. 
The refund was calculated by reference to the amount of premium 
which the apprentice had paid and the period which he had served 
prior to sequestration, and the amount allowed was used as 
premium for a new apprenticeship for the balance of the necessary 
term. 

Sixthly is a provision for priorities which frequently has to be 
considered. It provides for priority of :— 

(a) Municipal or other local rates which have become due and 
payable within twelve months next preceding the date of sequestra- 
tion. 

(b) All assessed land tax and income tax assessed under any 
Commonwealth or State Act prior to the date of sequestration 
and not exceeding in the whole one year’s assessment. 

(c) Moneys advanced or payment for goods supplied under 
laws relating to the improvement, development or settlement of 
land or encouragement of mining. 

I have grouped these (a) (b) and (c) merely for convenience 
of reference and not to indicate any order of priority between 
themselves, as they all rank equally. They are all subject to the 
proviso that if the bankrupt has given security for payment or 
repayment of the amount due this paragraph shall only apply to 
the balance due after deducting the net amount realized from the 
security. This proviso, coupled with the general provisions of 
the Act relating to valuation of security by a secured creditor, has 
a vitally important bearing upon certain claims included in groups 
(a) and (b). Group (c) relates to such claims as advances by the 
Closer Settlement Board which call for no special comment. The 
preferential claims included in group (a) relating to municipal 
and other local rates might be expected to arise commonly in the 
bankruptcies of landowners, but in practice the provision for 
priority of this form of claim is almost a dead letter. The reason 
is that municipal councils and the Melbourne and Metropolitan 
Board of Works have by statute a charge over the property as 
security for the rates due thereon and it has been held that the 
provisions of the Bankruptcy Act relating to valuation of his 
security by a secured creditor include the statutory security of a 
municipal council. These provisions are contained in Rule 14 of 
the Second Schedule to the Act which reads as follows :-— 

“Tf a secured creditor does not either realize or surrender 
his security, he shall before ranking for dividend, state in his 
proof the particulars of his security, the date when it was 
given, and the value at which he assesses it, and shall be 
entitled to receive a dividend only in respect of the balance 
due to him after deducting the value so assessed.” 

The case in which the value of the property rated is less than the 























MAR. 





100 THE AUSTRALIAN ACCOUNTANT 





amount of rates owing upon it will, of course, be rare indeed and 
it is apparent that only in such cases will the council, if bound to 
value its statutory security, rank as a creditor for preferential 
payment of the rates due. That a municipal council is so bound 
to place a value upon the security constituted by its statutory 
charge was clearly laid down by the Court of Bankruptcy in 
“Lamprill’s case,” and councils now decline to prove in bankruptcies 
and rely upon the statutory charge ultimately to collect their rates. 
If a proof should be received it should be rejected on the ground 
that the claimant has a statutory charge and has not complied with 
the requirements of the Act relating to valuation of its security. 
The same rule applies to amounts owing for Federal and State 
Land Tax, as the lands in respect of which taxes are owing are, by 
virtue of the respective Land Tax Acts, charged with payment of 
the taxes assessed. It will be seen, therefore, that although the 
Section purports to give priority for rates and land tax it is, 
having regard to other provisions of the Act, valueless for the 
purpose of recovering them by proof of debt against the estate. 

Turning now to the matter of income tax, it should be noted 
that priority is not given to any assessment which has not been 
actually isswed before the date of bankruptcy. The wording of 
the Section is “assessed . . . prior to the date of the order of 
sequestration and not exceeding in the whole one year’s assess- 
ment,” and these words must be construed exactly in accordance 
with their literal meaning. It follows also from observance of 
that rule that the Commissioner in his claim for priority is not 
limited to the last assessment issued prior to bankruptcy. If he 
has neglected for two or three years to enforce paymcnt of taxes 
due he may, and in practice does, claim priority for that particular 
year of assessment which represents the greatest amount of tax. 
It may fairly be assumed that the intention of the legislature was 
to limit the priority of tax to the amount of the last assessment 
antecedent to the date of bankruptcy and not to encourage the 
Commissioners to allow taxes to accumulate and then in effect dip 
into the pockets of the unsecured creditors for a large amount of 
tax which accrued in a past year of prosperity and should have 
been paid within a reasonable time thereafter. Strong representa- 
tions have beer made to the Commissioners that claims for priority 
should be limited to the last year of assessment, but notwithstand- 
ing these the Commissioners continue to regard the needs of the 
revenue as justifying recovery of the last possible farthing at the 
expense of the unsecured and unsuspecting creditors. 

Seventhly in order of priority we have the landlord’s rent. This 
rent is given priority to the extent only of three months’ rent 
“reckoned from day to day.” It is important to note the effect of 
these last words. Suppose, for example, that rent is payable 
monthly in advance and bankruptcy occurs in the middle of the 
third month of default, the landlord is entitled to priority for two 
and a half months only and not for the full three months’ rent, 
which had become payable prior to sequestration. A further 
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limitation of the landlord’s priority is that there must have been 
on the premises at the date of sequestration goods upon which the 
landlord could, but for the sequestration, have distrained. So that 
if the premises were, as sometimes occurs, empty, the landlord goes 
altogether without his priority. 

Eighthly and lastly on the list we have the special preferences 
to which I have already referred—that is, those which by special 
resolution of creditors are granted priority usually on the ground 
that the creditors generally have had the benefit of the goods or 
services in respect of which the priority is granted. I have already 
expressed the view that although the cumbersome provisions of 
this paragraph may be well enough for the purposes of a seques- 
trated estate the protection of this class of priority in the case of 
a Deed of Arrangement would much better have been left to the 
Deed itself. It only remains to add that as the basis for priority 
of these claims is that they are in effect expenses of administration, 
their proper place in order of priority should be firstly along with 
administration expenses instead of eighthly on the list. 

Finally, we have a special provision that where certain creditors 
have given the Trustee an indemnity against costs of litigation for 
recovery of assets for the estate, the Court may make a special 
order with regard to the distribution of any assets so recovered. 
The object of this provision is to prevent creditors who are not 
prepared to risk the cost of litigation from standing by as regards 
the cost and taking their share of the proceeds of success. The 
eminently sensible authority conferred by this sub-Section has been 
exercised by the Court to the extent of ordering distribution of the 
whole of the proceeds recovered exclusively amongst the indem- 
nifying creditors. 

In conclusion, I would draw attention to the order of distribu- 
tion in the case which, fortunately, is infrequent, but does occa- 
sionally occur—that is, the estate which is insufficient to pay the 
preferential claims in full. In that case, the amount available 
is distributed not by way of dividend to the preferential creditors 
generally but to each class individually in the order set forth 
from firstly to eighthly in Section 84. That is to say, the estate 
is applied towards payment in full of the claims referred to under 
the heading “Firstly” and if insufficient to satisfy those claims in 
full it is distributed by way of dividend to the claimants of that 
class only. If anything remains after the claims of that class 
are satisfied in full, the surplus is applied towards satisfaction 
in full of claims falling under the heading “Secondly” and so on 
throughout the list of priorities tabulated by the Section. 
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Personal 


Mr. E. E. Brooks, F.1.c.a., State President, is officially repre- 
senting the N.S.W. Division of the Commonwealth Institute of 
Accountants at the Australasian Congress on Accounting in Mel- 
bourne. 


Mr. R. D. Bogan, F.1.c.a., of Sydney, has retired from the 
General Council of the Commonwealth Institute of Accountants, 
and Mr. S. W. Griffith, F.1.c.a., has been appointed to represent 
the N.S.W. Division in his stead. 


Mr. R. E. V. Church, A.1.c.a., of Messrs. R. J. Oehr and Church, 
has been registered as a Trustee under the Federal Bankruptcy 
Act. 


Messrs. Manning, Watson & Co., of 440 Little Collins Street, 
Melbourne, advise that they have opened a branch office at Mills 
Court, Deakin Avenue, Mildura. 


Mr. C. V. Robertson, Governing Director of Hemingway and 
Robertson, has been elected a Fellow of the Royal Society of 
Arts, England. 


Obituary 


The death occurred, on February 15, of Mr. Norman Alfred 
Stanger, B.A., A.I.c.A., who had been associated with the firm of 
Flack & Flack, Chartered Accountants (Aust.), Sydney, for the 
past seven years. 

The late Mr. Stanger was educated at Sydney Grammar School, 
and graduated Bachelor of Arts at Sydney University. As a 
young man, he settled on the land in the Tamworth district for 
seven years, subsequently moving to Sydney, where he took up 
accountancy studies and qualified for the Commonwealth and 
Chartered Institutes. 


On February 17, the death occurred of Mr. Clifford Small, 
A.L.C.A., after a lengthy illness. The late Mr. Small had been con- 
nected with J. Bayley & Sons Ltd., of Botany, for 28 years, com- 
mencing as a junior clerk and ultimately rising to the position of 
secretary of that company. 


Messrs A. V. Sinfield and C. H. Turner, two young accountants 
employed by Messrs. Starkey & Starkey, Chartered Accountants 
(Aust.), of Sydney, lost their lives in tragic circumstances on 
February 19, when returning to Sydney by aeroplane from Narran- 
dera, where they had been engaged on audit work. The Gannet 
plane in which they were travelling crashed near Cordeaux Dam, 
the pilot and all of the four passengers being killed. 

The late Mr. Sinfield, who was a son of Mr. A. E. Sinfield, 
F.F.I.A., senior partner in the firm of Starkey & Starkey, was 23 
years of age, and is survived by Mrs. Sinfield and an infant 
daughter. 

The late Mr. Turner was 21 years of age, and unmarried. 
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Some Introductory Principles of Money 
and Banking 


By JOHN W. M. EDDY, s.com. 


Financial Editor of “The Herald,’ and Melbourne University 
Lecturer in Financial Organisation 
[A Lecture delivered to the Commonwealth Accountants’ Students’ Socicty 
(Victorian Division) } 

Money is wanted for what it will buy, for the power it confers 
on its possessor and not for its own sake. This is an apparently 
obvious remark, but it may be taken as a fundamental text in a 
discussion of the monetary and banking system as it works in society 
to-day. 

For it marks the difference between a system of tickets or tokens 
and a system which uses a commodity with intrinsic worth for 
money. 

To-day, the world uses the former—a ticket system-——for money, 
and bankers are its bookkeepers and controllers. 

The using of money goes far back in history. It emerged when 
our ancestors passed beyond the stage of producing only sufficient 
foods for their own subsistence and began to have a surplus for 
trade. Specialisation of labour makes a monetary system increas- 
ingly important. 

It everyone produced exactly and only for his own wants and 
was completely independent of everyone else, there would of 
course be no exchange, no debts and no occasion for money. Simi- 
larly, if all exchanges cquid be made immediately and directly, 
with no outstanding obligations, there would be no debts. In fact, 
however, production begins often years in advance of its final 
distribution for consumption—exchanges are made in such a way 
as to leave outstanding balances. Some sort of common measure 
must be adopted for valuing the trade and indebtedness that arises. 

As the system of production grows in complexity direct barter 
of goods for goods and services for services becomes out of the 
question. Goods must be exchanged for money and the money 
re-exchanged for goods in order to obtain maxitnum satisfaction of 
wants. 

Money is the common denominator of value and the medium of 
exchange. It is the measurer of debts. 

Money is sometimes defined as “anything which passes current 
in settlement of debts.” Money must be the standard measuring 
rod for assessing values at different times and in different places. 

All sorts of measuring rods have been adopted. A widely- 
acceptable standard commodity was originally adopted as such 
a measure of value and debts. Shells, stones, cows, wives, silver 
and gold are commodities which have served as money. In some 
Pacific Islands, shells are used. They have no gold or banks, but 
if services are rendered there must be some quid pro quo repre- 
sented by notches on sticks, shells or some popular commodity. 
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It is even recorded that wives have been used in the settlement 
of debts and the counting of values. Now we use paper, which 
is in effect a bookkeeping system. 

There is a story of one island where valuable stones at the 
bottom of the sea, supposedly possessing mystical powers, were 
counted; though not removed, these were claimed by certain of 
the inhabitants. Later, the title to the stones was received in 
exchange for goods and services by people who had never seen 
them but believed that they were there and that ownership of them 
was to be treasured. 

Many of the younger generation have never seen a gold 
sovereign. When a friend of mine offered a gold sovereign at 
Swan & Edgar’s in London in 1928 a young shop assistant said 
“We do not take foreign money”; she had never seen a sovereign 
before. 

We only have the word of a handful of people that there is so 
much gold in the Commonwealth Bank or in the Federal Reserve 
vaults in America, where the world’s greatest store of gold is held. 
Not one of us has seen it, and yet we know that it is there, and 
faith is the whole thing when money is in question. Without faith 
we should not accept paper money, and it is this faith which makes 
the money system work. 

There are still isolated occasions when a man exchanges his 
surplus production for that of another by means of direct barter, 
but its limitations need no labouring. 

At an early stage in the world’s economic development, it became 
the practice for each man to exchange his surplus for something 
of a standard nature which could readily be re-exchanged for other 
things—something which would obtain for him a variety of kinds 
and volumes of other goods and services. 

Naturally, something of intrinsic worth had the greatest appeal 
as a medium of exchange—something which could be readily 
passed on in further exchanges. If a man traded his surplus pro- 
duce for cows, he felt that he had something which, without doubt, 
could in turn be traded for other things. 

But this historical development must not blind us to the highly 
important fact that intrinsic worth is not essential to money. The 
idea that money must have so-called intrinsic worth, that is, value 
for purposes other than as a medium of exchange, is a fallacy. 

To-day, almost throughout the world, mere paper and ink are 
used for money. Gold itself would have slight value if divorced 
from its worth as money. 

The sole requirement—and it is not a simple one—is some means 
of scoring up what each contributor to production is entitled to, 
according to the valuations of the market place ; and some means of 
debiting him, or expunging his claim, when he receives goods or 
services for consumption. 

The function of money (including credit) is to provide such a 
system. 

There is only one other alternative—a complete regimentation 
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of production and distribution, accompanied by a system of direct 
rations. The present discussion is concerned not with this, - but 
with a money economy in which goods are exchanged for what 
they will fetch. 

Money to-day comprises two main forms—currency and credit. 
Currency consists of coins and notes. Bank money, usually termed 
“credit,” may be defined as transferable obligations of bankers to 
pay currency. In practice, the bankers are called upon to deliver 
currency only in a minority of instances. The transfer of a banker’s 
obligation to another person, by means of a cheque, is usually 
accepted in discharge of a debt. 

It will be noted that a banker’s obligation exists in respect of 
a deposit or credit balance in his books ; also in respect of an unused 
overdraft limit. 

This pen and paper system of providing money for the settle- 
ment of debts has been referred to as a ticket system. 

The original premise was that money derives its value from the 
things for which it can be exchanged. The value of a coin or 
paper note originates in the real goods and services which can be 
obtained for it. The value of currency in turn will be identical 
with the value of credit money, with which it is interchangeable. 

A gold coin is, in practice, a ticket. It entitles the holder to a 
claim on goods and services. It differs from, say, a theatre ticket, 
because it conveys a right to goods and services in general, instead 
of to a single and specific article such as a seat in a theatre. Money 
entitles the owner to a choice in regard to what he will have in 
exchange for it. But just as a theatre ticket would have no value 
if there were no theatre,-so a gold coin gets its value because it 
gives an equity in other things. 

We can always get plenty of theatre tickets because we always 
have plenty of paper. But there is not enough gold to furnish all 
the gold tickets needed, and therefore the practice grew of issuing 
substitutes in the way of paper money. After all, should it be 
only tickets or equities measured by bookkeeping that we require, 
the use of gold instead of paper is entirely unnecessary. 

Paper notes, if not issued in excess, serve just as well as golden 
tickets. Furthermore, except for small change, bankers’ promises 
transferable by cheque are as serviceable as actual notes. 

It is necessary to have a ticket for every seat in the theatre, but it 
is not necessary to have a piece cf money for every article or 
chattel in the community. Money is a ticket for unspecified goods 
and therefore a ticket which can do duty again and again. This 
is termed “velocity of circulation.” 

I might give the Chairman a pound note for a book; he might 
in turn buy a box of cigars with it; the tobacconist might in his 
turn use it to pay wages; and so on—the same ticket being used 
many times. Thus it is unnecessary to have equal quantities of 
tickets and goods. 

The relation between money and debts is of first importance in 
the modern system. Up to our own time it was fashionable to regard 
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money as a commodity. It was claimed that money was one com- 
modity—as cows or shells were others—and that the demand for 
it sprang from the desire of people to obtain it so that it could be 
offered in exchange for other goods. 

This commodity view of money cannot hold with a ticket system 
which operates as our banking and credit system operates to-day. 
For example, an increase in the supply of a commodity will, other 
things being equal, cause a fall in its value, which in turn will 
check the supply. 

But when an increase in the quantity of bank credit causes a fall 
in its value, or “purchasing power,” or in other words a rise in 
prices, this does not of itself promote a restriction of the supply of 
credit. This is clearly seen when countries abandon the arbitrary 
limitation of supply (usually adopted under the gold standard) 
and indulge in a period of inflation. 

Such inflation usually demands a still further increase in the 
supply of till money, until finally another arbitrary decision is made 
to cease. 

The association between money and debts is so close that it can 
be said that the value of money originates in the value of debts. 
Money is the measuring rod for debts. 

Any transaction can be analysed into two parts—the creation 
of a debt and its extinction. Should I buy a book from the Chair- 
man, a debt would be created. He has given me value and I am 
indebted to him. Should I pay him immediately the debt would 
be extinguished; otherwise the debt would continue. However 
short the period of time, there is firstly the giving of value and 
secondly the extinction of the debt when it is paid. 

In practice, the world’s production and distribution do not take 
place simultaneously, and there is always a huge volume of un- 
settled balances arising from exchanges and claims. In other words, 
the unsettled balances are debts. Secured wages are a simple 
example of this constant creation of debt to the wage-earners. 

There must be something in which to measure these debts. They 
could be measured in terms of cows or pigs or horses or simply in 
units. Whatever they are measured in is termed “money of 
account.” 

When the ‘monetary system broke down in Russia, people took 
to measuring things in hypothetical units. They used the term 
“goods rouble” instead of “unit.” But it was a purely hypothetical 
unit, used simply for assessing values and debts. Whatever was 
used for discharging the debts was measured in the same hypo- 
thetical units. 

The money of account, or unit of measurement, is simply a 
device for assessing exchange values on a common basis. 

Without such a common measurer, it would be necessary to 
have a huge schedule of exchange values, such as “1 horse equals 
2 cows, 1 cow equals 3 pigs, 1 pig equals 5 goats, 1 goat equals 
24 bushels of wheat,” and so on. A complete schedule, including 
all grades and qualities, would be hopeless. So man has adopted 
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the simple expedient of choosing one common unit in which to 
measure all others. 

It is by no means a universal unit. For example, America 
measures in dollars and France in francs. This means that for 
international transactions there still must be conversion rates. 

The money of account, or measuring unit, is usually, though 
not always, the ticket or thing in which debts are paid. It is pos- 
sible to measure in gold pounds and pay in paper, although these 
fluctuate differently in value. 

Whatever is the standard used for discharging debts is usually 
also the most convenient standard in which to measure them. 

In Australia, the “pound” is both the unit of measurement and 
the means of discharge. 

The pound is legal tender. This ensures that pounds are accept- 
able in exchange for goods, for it means that they can be passed 
on. The pound, incidentally, is a much handier thing to pass on 
than, say, a cow or a diamond. 

The value of debts, which arises from the value of goods or 
services rendered, differs at different times and in different places. 
Hence, the value of the means of payment, or money, varies. The 
means of paying a debt in Britain has a different value from the 
means of paying a debt in Australia, because the goods values of 
the debts are different. 

Thus a British pound is not identical with an Australian pound. 
The value of each depends on how far they will go in discharging 
debts in their respective countries. The fact that they bear a 
similar name, and that once upon a time they were kept inter- 
changeable by the monetary authorities, does not affect their values 
to-day. 

The power to settle debts is what gives money its value, and 
gold, paper money or bank credit derive their value from that 
power. This power is essentially a creation of the State. I do not 
want to trespass on political grounds, but it is often said that the 
Government is not concerned with the management of the monetary 
system. 

I do not think any Government can evade responsibility for 
such a vital matter as to decree what is going to settle debts. 

To illustrate the “quantity theory” of money, we can borrow 
from money’s partial analogy with a commodity. Briefly, this 
theory states that the purchasing power of money will vary accord- 
ing to the supply of money compared with volume of goods and 
services. Broadly speaking, this is true; certain refinements of 
definition of the terms “money” and “goods” are required for the 
purpose. It is common knowledge that too liberal an increase in 
the supply of money (inflation) causes it to lose value. 

If pound notes grew on every bush, they would have little value. 
When you have to work for them or produce value they are worth 
something, but only what they will purchase. A pound note in the 
old days had a higher purchasing power than to-day and would 
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discharge debts for a greater quantity of goods. The level of prices 
has risen. 

During the war, money was increased by a process of inflation 
and prices moved to a higher level throughout the world. It does 
not necessarily follow, however, that an increase in the quantity 
of money is the only way of causing a rise in prices. 

It is common knowledge that inflation will cause money to lose 
its value. Most inflations take place through Government expendi- 
ture and unbalanced budgets, and the difference is made good by 
the printing press direct or something not far distant from it, the 
creation of bank credit. The Government spends by putting addi- 
tional money into circulation, and the people who receive that 
money regard it as income and spend more than they otherwise 
would if that inflation had not taken place, and that increased 
demand for goods (consumers’ outlay) causes prices to rise. You 
can get increased spending first before you get the increased money. 

It often happens that the increased spending itself causes a 
demand for more money, which in turn causes more spending, and 
so starts a pernicious spiral. Conversely, if one man’s spending 
stops, that of another man stops, and so it goes on. 

A banker is a dealer in debts. Bank money is not in itself legal 
tender and a cheque is not legal tender. A cheque is an assignment 
of a banker’s promise to pay legal tender. If a cheque discharges 
a debt it serves as money. Cheques, in fact, discharge the greater 
part of this country’s transactions to-day. If a bank gives you an 
overdraft it says: “We will give you legal tender for that amount 
if you require it.” When you draw a cheque someone else is 
entitled to go to the bank and ask for that legal tender. 

The recipient of the cheque is usually content to accept the 
banker’s obligation and to leave the money on deposit, and when 
he draws a cheque the new recipient is content to allow that money 
to remain owing to him by the bank. ‘Thus these promises to pay 
by the bank perform exactly the same functions as paper money. 
They are passed from hand to hand for the purchase of goods or 
services and they represent probably some 90% of the total money 
used. 

The idea that banks can use only their depositors’ money is only 
part of the trith. They cannot increase credit without the co-opera- 
tion of the public as borrowers and depositors, but in fact this 
co-operation is almost always automatically present. If the banks 
as a whole increase their loans, or promise to pay legal tender, 
this, with few exceptions, will automatically increase their deposits, 
which people regard as money. 

In Australia we have £40 millions or £50 millions of notes 
and £300 millions of deposits in banks. How did that £300 
millions get there? It could not be by a process of putting money 
in, drawing it out and putting it back again. It came mostly from 
the creation of bankers’ promises to pay. The banks gave loans 
which reappeared as deposits. 

If I borrow £1,000 from the bank and pass the cheque to the 
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Chairman for goods and he puts it on deposit, the bank’s advances 
would be increased by £1,000 and deposits would be increased by 
a similar sum. 

As long as that goes on, advances and deposits increase. The 
banks can create deposits by creating promises to pay, which can 
be used for the settlement of other people’s debts without any 
change in legal tender. 

The quantity theory will operate if the process goes so far. The 
amount of cheques which the bank undertakes to honour can 
increase the spending power of the public and cause inflation, or a 
fall in the value of money. 

The first check on that is probably their own judgment in wishing 
to keep business on an even keel. They refuse to grant advances 
when they think too much credit has been issued. Of great import- 
ance is their habit of keeping a customary ratio between the total 
deposits and the amount of legal tender they happen to have in 
the till. 

At one time in Australia the banks usually held about 25% of 
legal tender against their total deposits. More recently they have 
held only 15%, and no one has noticed any difference. In England 
they hold about 9% and in America only about 7%. 

All these percentages are far in excess of the legal tender which 
the banks will be called upon in practice to provide, so long as 
confidence is maintained. If confidence goes, liquidation begins. 

Another check is that every banking system tries to preserve the 
value of its money. The usual measure applied is the value of the 
local currency in relation to the currency of other countries. If 
raoney were issued in excess in England, the £ would fall in value, 
and it would not and could not be as good as the quantity of francs it 
was formerly equal to; the exchange rate would then become 
adverse. 

Another objective standard that could be applied would be the 
increase or decrease of the money supply so that its value is kept 
constant enough to always purchase a similar quantity of goods. 

The Commonwealth Bank acts as a Central Bank. When it 
decides there is not enough money it can increase the supply, and 
conversely, when there is too much it can contract it. The first 
method of increasing the supply of credit is by the lowering of 
interest rates. The Bank of England has very effective machinery 
for doing that. When interest rates are reduced people are tempted 
to borrow; and lower interest rates prop up capital values. On 
the other hand, if interest rates are raised, it puts the brake on. 
In Australia this machinery is not very highly developed. 

Another way for the Central Bank to vary credit is by purchase 
and sale of securities. It is easy for the Commonwealth Bank 
to buy securities by cheque; the people who sell them pay those 
cheques into their bank accounts and have deposits. Trading 
banks in turn have more money to their credit at the Central bank 
and thus have more funds to lend. If the amount of money is 
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increased again and again in that way, the banks have to reduce 
interest rates in an effort to lend more. 

It is very easy for a central bank to extend credit in that way. 
It is not so easy to contract credit if there is an undue boom and 
too much money in circulation. There is a limit to the securities 
the bank possesses. 

A third method of control is through the exchange rate. 

The Australian pound is no longer convertible into gold, but by 
the limitation of supply its value is maintained. As a matter of 
practice, the Commonwealth Bank exchanges the pound, not for 
gold, but for English currency at the rate of 16/- for the £Al1. 
Whenever the Commonwealth Bank gets English currency by buy- 
ing bills from exporters, it gives £1 Australian currency for every 
16/- sterling it buys. When the Commonwealth Bank sells 16/- 
sterling it takes £1 Aust. from circulation. 

By varying the exchange rate, it can alter the supply of money 
in Australia, thus influencing the value of money here. This in 
turn is a deciding factor in the value of debts and also in the 
level of prices. 





News of the Month 


N.S.W. STATE BUDGET 
At a Cabinet Meeting held on February 21, the Premier, the 
Hon. B. S. B. Stevens, informed Ministers that the estimated 
deficit of £1,750,000, agreed to by the Loan Council, would not 
be exceeded, and that it was anticipated that at the present rate of 
progress, and with a good season, the Budget would be balanced 
by June 30, 1937. 


DRASTIC POLITICAL OBJECTIVES 


At a recent conference of the Lang Labour Party in N.S.W. 
several resolutions of more than passing interest to accountants 
were carried. One resolution advocated that the law relating to 
Bills of Exchange, etc., be altered, making it a criminal offence 
for a bank depositor to draw cheques in excess of his bank balance. 
Another resolution was to the effect that legislation be enacted 
to provide fot the maximum profits and dividends of companies 
being shown on their balance sheets. Other motions carried by 
the conference advocated a six-hour day for all workers, abolition 
of garnishee of wages, and the imposition of a tax or duty on 
machinery to relieve the present tax on workers’ wages. 


NO GARNISHEE FOR RELIEF WORKERS 


It is reported that the New South Wales State Government is 
preparing special legislation which will have the effect of making 
it illegal to garnishee the wages of emergency relief workers. 

It appears that complaints have been made that certain firms 
had taken proceedings against relief workers for non-payment of 
instalments on furniture, etc. 
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Book Review 
By F. OSWALD BARNETT, m.com., F.c.a. (AuST.) 


The Solicitor’s Office: Practical Management and Accounts. By 
C. E. Woodman, F.c.a. (AusT.). (The Law Book Co. of Aus- 
tralasia Ltd.), Sydney, 1936. 400 pp. Price, 30/-. 

Mr. Woodman is to be congratulated on producing such a 
practical book. He is well equipped to write it, having had the 
rather uncommon experience of being an accountant with a legal 
firm before he joined the ranks of practising accountants. For this 
reason this book is valuable both to the solicitor and to the account- 
ant. No solicitor who is anxious to keep his accounts correctly 
can afford to be without it. Every accountant who is concerned 
with the accountancy of legal firms will learn much from its pages. 

Mr. Woodman’s simplicity and thoroughness are to be com- 
mended. Possessing a practical legal experience, he understands 
the difficulties of the lawyer, and presents his subject so simply 
that the youngest practitioner can follow him without tears. 

He applies the same simple system to large offices, so that the 
young solicitor, using Mr. Woodman’s accounts, will find that 
they fit his business just as well when he has blossomed into full- 
orbed prosperity, as when he had to act as office boy, accountant 
and principal all rolled in one. 

The system outlined presents no novel or fantastic features, but 
is plain honest bookkeeping simply applied to the needs of a 
solicitor’s office. It is exact and efficient both for trust and office 
accounts. 

Special rulings are givén for the cash book that are helpful. 
The rulings of all the books are unusually full, without being too 
complicated. 

Not only has the accounting system been fully outlined, but the 
management of a solicitor’s office is dealt with thoroughly. The 
whole ground, from the daily diary sheets up to the cost sheets and 
the billing of the clients, is excellently covered. Apparently no 
point in the daily happenings of a solicitor’s office is overlooked. 

A supplementary chapter at the close of the book sets out, in 
simple language, the elements of bookkeeping, which gives a 
solicitor a concise impression of the accounts used | in a modern 
trading concern. 





Accountants and Parliament 


Responding to the toast of “Parliament” at the social function 
which followed the annual general meeting of the Federal Institute 
of Accountants, New South Wales Division, on February 17, Mr. 
S. A. Lloyd, M.L.A., A.F.1.A., paid a glowing tribute to the N.S.W. 
State Premier, the Hon. B. S. B. Stevens. He said :— 


“Your Chairman has referred to the fact that this State has been 
very fortunate in having as its leader a member of your Institute 
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in Mr B. S. B. Stevens. I can speak as one who has been in Parlia- 
ment with him, of his ability. I cannot speak too highly of the work 
which he has done, not only for the benefit of this State but for the 
benefit of Parliament, which is in the end for the benefit of this 
State. I believe, Mr. Chairman, that the Honourable B. S. B. 
Stevens has done more than any other Premier for many genera- 
tions to uplift the tone of Parliament. 

“As far as the Parliament of this State is concerned, it can be 
no better than those who compose it, and those who compose it 
are sent there by the people—the electors of the various constitu- 
encies. But the difficulty is that the various constituencies do not 
have an opportunity to select the best man for the position, for the 
simple reason that usually the best man does not submit his name 
for your franchise. I suggest, Mr. Chairman, that there are very 
many members of your Institution who would make admirable 
Members of Parliament (applause), not only because of their 
training, but because of their experience in their particular voca- 
tion. I venture to say that no profession other than the accountant’s 
has such a wide knowledge of the affairs of the State, and that 
fits him very admirably for the position of Member of Parliament. 

“You have referred in your opening address to some of the 
things which your Institute has done in connection with the assist- 
ance of Parliament in the drafting of the new Companies Act. 
That Bill, as you know, was drafted before the present Parliament 
was elected. It has been before Members for quite a long time and 
a great deal of thought and time has been put into that Bill. I 
think the Hon. L. O. Martin is to be congratulated on the efforts 
he has made in endeavouring to produce a Bill that will satisfy, 
and one which will have the assistance of all those capable of 
providing assistance. I believe that when the Bill comes before 
Parliament and is finally brought into law it will meet with general 
approval. There are many parts of that Bill which even to-day 
certain Members of the House do not agree with. I might just 
touch on one little phase and I think I will have the support of 
your members on that point. In that Bill there is a sort of provi- 
sion made for the qualifications of auditors, but I think the Minister 
would be well advised to take his courage in his hands and nominate 
those institutions which are to be recognised for the purpose 
(applause), and I believe that when the Bill does come before the 
House some such amendment might be suggested. We Members 
of Parliament can only give effect to that which the public will 
assist us in doing by giving us their point of view on the various 
matters with which we are dealing, and I suggest to you, ladies and 
gentlemen, if there is any occasion when you think you are able to 
assist Parliament, you should do so by getting in touch with your 
local Member for that purpose, and you will find that Member 
only too ready to receive that assistance you are prepared to give 
for what it is worth. 

“Before I sit down, Mr. Chairman, I want to refer to what I said 
in my earlier remarks, as I see by the expression on the faces of 








rarer 























THE AUSTRALIAN 





1936 ACCOUNTANT 113 


many of you that you might do the wrong thing. I said that it 
would be desirable for many of you to submit your names for 
selection, so that the public will have an opportunity of electing 
the best men for Parliament. But I want to ask you not to submit 
your names for pre-selection for Concord (laughter).” 


Value of Accountancy Training 
RECOGNISED BY LARGE FINANCIAL INSTITUTION 


Responding to the toast of “The Visitors” at the social function 
following the annual general meeting of the Federal Institute of 
Accountants, N.S.W. Division, in Sydney on February 17, Mr. 
C. McKerihan, President of the Rural Bank of N.S.W., said, in 
the course of his speech, that his bank encouraged youths in the 
service of that institution to obtain degrees in accountaricy. He 
said :— 

“We encourage them to this extent, that at the various colleges a 
cash course is paid for them by the Institution, which they have to 
repay at 5/- or 10/- per fortnight, and if they get through their 
accountancy examinations we give them the cost of it by way of 
a bonus, thereby encouraging them to get their degrees, because 
the more competent and qualified accountants they become, the 
better bank officers they are.” 


Amalgamation of Accountancy Institutes Advocated 


Mr. R. W. Hamilton, F.F.1.A., in proposing the toast of ‘Kindred 
Institutes and Visitors” at the social function which followed the 
annual general meeting of the Federal Institute of Accountants, 
N.S.W. Division, on February 17, said :— 


“The Federal Institute of Accountants, in common With the 
Commonwealth Institute and other Associations, was looking after 
the interests of the younger men who were aspiring in the]account- 
ancy profession. The policy of these institutes was nof one of 
isolation. They were institutes which welcomed all classes of 
men into their ranks provided they were properly qualified. “I am 
speaking the views of most of the members of the Fedefal Insti- 
tute,” he said, “when I say that in the near future it is 'o that 
these Institutes of Accountants will come together and {+m one 
large body which will represent the great body of men!who are 
now divided amongst these particular institutes. There are diffi- 
culties in the way but those difficulties are not insuperabl?, znd so 
far as the Federal Institute of Accountants is concerned I speak 
not only for the State Board but for the General Council in saying 
that they are mindful of the benefit which would flow from an 
amalgamation of that sort and they are watching very carefully 
developments which may bring them to fruition.” 
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Mr. E. W. Ernest Jones, F.1.c.A., in responding to the toast, 
said :— 

“Mr. Hamilton, in proposing this toast, alluded in eloquent 
terms to the work of the Commonwealth Institute and stated that 
it was the largest and oldest Institute in Australia. It was founded 
in 1886, as the old Victorian Institute, and has now been in exist- 
ence 50 years. Were it not for the Congress that is to take place 
in Melbourne this month our Jubilee would be celebrated on 
April 22 next. The Institute was not incorporated until 1887, the 
year after foundation. That ceremony of the Jubilee has been post- 
poned until next year. 

“It is pleasing to see the two institutes—the Commonwealth and 
the Federal—joining together in bringing out a new journal to be 
styled The Australian Accountant, which will replace The Com- 
monwealth Journal of Accountancy and The Federal Accountant. 
We will now have an extremely large circulation throughout Aus- 
tralia, and I am sure that the combined journal will be a great 
improvement on the two journals that have done a great deal for 
the profession during past years. 

“It is pleasing also to note that the Chartered Institute, the 
Federal Institute and the Commonwealth Institute have joined 
together for the purpose of holding this first Congress on Account- 
ing, which will start in Melbourne on the 16th of this month.” 


Rates of Postage on Newspapers 


Despite many reminders on the part of the Department regarding the 
pre-payment of postage on newspapers the Deputy-Director, Posts and 
Telegraphs (Mr. R. Lawson) advises that hundreds of newspapers are 
received in the Mail Branch, Melbourne, each week with insufficient postage 
affixed thereto. 

The rates of postage on newspapers registered at a General Post Office 
for transmission as such are as follow:— 


To places within the Commonwealth, sll 
Zealand and Fiji. 

To the United Kingdom and Irish Free State 
via the “All Sea” route. 


To the United Kingdom and Irish Free =| 
a 
b) 


| ld. for every 6 ozs. 
or fraction thereof. 


ld. for every 4 ozs. 


endorsed “Via America” or “Via France.” 
or fraction thereof. 


To other parts of the British Empire and New 
Hebrides, Banks and Torres Islands. 


ld. for every 2 ozs. 


Elsewhere beyond the Commonwealth. oe tention teen 


In the case of newspapers printed outside the Commonwealth or those 
not registered at a General Post Office the Printed Paper rates of postage 
apply. 

It is also desired to stress that the amount of postage on newspapers is 
determined solely by weight and not according to the number of copies 
enclosed in the one wrapper. 
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Federal Institute of Accounta:its 


Cost Accountancy Examinations 


It has been decided by the Council of the Federal Inskitute of 
Accountants to hold the Cost Accountancy Examinations on the 
andermentioned dates :— 

TUESDAY, MAY 5, 1936: 

No. 1 Paper—Intermediate and Final. 


MONDAY, MAY 11, 1936: 
No. 2 Paper—Intermediate and Final. 


Members desirous of entering are requested to lodge their appli- 
cations, in writing, with the local Secretary of the State Division 
in which they reside, not later than April 6, 1936. 


February Meeting of Executive 


The undermentioned Admissions and Advancements were dealt 
with at a meeting of the Executive Committee held on February 5, 
1936 :— 

First Applications : 


Victoria: Messrs. H. A. Bardwell, J. W. Barrow, B. Pope, A. E. 
Dunlop, F. H. Trounce. 
South Australia: Mr. J. T. Hiatt. 


Provisional Associate: 
Victoria: Mr. T. C. Wheat. 


Advancement to Associateship : 


Victoria: Messrs. E. R. Clark, A. A. Rankin. 

Queensland: Messrs. J. Austin, H. R. Grau, F. B. Levingston, D. 
McColl, D. E. McKinlay, L. M. Reid, J. J. T. Sheehan, K. G. 
Somers. 

South Australia: Messrs. G. J. Cook, T. S. Edwards. 


Associates : 
Victoria: Messrs. D. W. Alexander, A. H. Atkinson, K. G. Bennett. 
F. W. Bond, G. A. Bridges, L. Clarke, F. A. Colman, K. H. 
Cottman, R. R. Coughlan, J. Craig, F. D. Crean, A. W. Geuer, 
A. W. M. Gibson, B. Gribbin, O. B. Hughes, C. Jepson, Miss 
I. L. Kelly, J. T. Kennedy, D. T. Kerr, M. W. Lovett, R. A 
Menhennit, S. O. Morrison, C. E. Mulcahy, L. N. Partington, 
H. Robinson, C. A. Roffey, F. H. Rollason, J. C. Schruhm, 
J. E. T. Shepherdly, J. J. C. Short, M. R. Sinclair, L W. Thomp- 





son, G. Walker. 
Tasmania: Mr. F. P. Toole. 
Fellowship: 


Victoria: Mr. J. A. Murray. 
New South Wales: Mr. G. E. Brown. 
Annual General Meeting 


The Annual General Meeting of members of the Institute is to 
be held on March 23, 1936, at 8 p.m. The Annual Meeting of the 
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Council is to be held on the afternoon of the same day at which 
representatives from all States are expected to be present. 

The President, Mr. A. L. Prendergast, F.F.1.a., accompanied by 
the General Secretary, Mr. Guy N. Moore, F.r.1.a., is at present 
in Tasmania attending the Annual Meeting of members of the 
State Division in Hobart. 


New South Wales Division 
ANNUAL GENERAL MEETING 


The large and enthusiastic gathering at the annual general meet- 
ing of the Federal Institute of Accountants (N.S.W. Division), 
held at the Carlton Hotel on Monday, February 17, was a fitting 
climax to a successful year of progress, and together with the 
highly satisfactory result of the year’s activities, financially and 
otherwise, must have afforded a source of considerable gratification 
to the State Board. 

The Annual Report of the N.S.W. State Board, which together 
with the Balance Sheet as at December 31, 1935, and the Revenue 
Account for the year ended on that date, had been circulated to 
members with the notices of the meeting, disclosed a pleasing 
improvement in the Institute’s affairs generally. 

Features of the Annual Report are shown in the following 
extracts :-— 

“The improvement referred to is reflected in the Balance Sheet 
and Accounts submitted and compares more than favourably with 
previous years. For instance, 1933 showed a small deficit and 
1934, a surplus of £80. On this occasion a surplus of £291/18/11 
is disclosed, which is represented in the Balance Sheet to the extent 
of £149 by Commonwealth Treasury Bonds. Since the close of 
the year a further sum of £100 has been similarly invested and it 
will be seen that the financial position has now been stabilised, 
with assets in excess of liabilities to the extent of £826/4/3. 

“Several reforms have been effected during the period, the 
popularity of our social functions has increased and a further cause 
for satisfaction lies in the fact that our members’ list includes the 
Premier of the State, the Chairman of the Sydney County Council, 
the City Treasurer of Sydney, the Chief Accountant of the General 
Post Office (Sydney), the Registrar in Bankruptcy, the Deputy 
Federal Commissioner of Taxation, the Manager, Loans Depart- 
ment, Commonwealth Bank of Australia, Sydney, and a large num- 
ber of practising Public Accountants, as well as senior executives 
of Public Institutions and Commercial Houses. The association of 
these well-known identities with the Institute is not a matter to be 
lightly overlooked and clearly points to the high standing in the 
community maintained by the Institute. 

“Other matters of special interest to members may be referred 
to in the following :— 
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1. The proposed establishment of a Joint Accountancy Journal. 

2. The holding of an Accountancy Congress in Australia. 

3. The selection of a special design for a ‘Coat of Arms’ for 
the Institute.” 


The Board has recommended to the General Council that the 
matter of a crest or coat of arms be placed in the hands of a 
heraldry expert for the purpose of preparing a suitable uniform 
design for submission to the College of Heralds. 


Accountancy and Secretarial Advisory Council 


“Many matters of importance have been dealt with by the above 
organisation with which the Institute is associated, all of which 
have been given close attention by your representatives. “The New 
Companies Act,’ “The Legal Practitioners Act’ and various phases 
of Federal and State Taxation may be specially referred to. 


New Articles and By-Laws 

“After careful deliberation by the representatives of the various 
divisions, new Articles and By-Laws have been completed and 
adopted. 

Examinations 

“In November, 1934, 103 sat in New South Wales for Inter- 
mediate subjects, and 23 completed the full Examination. 

“In May, 1935, 116 sat for sections of the Intermediate Exam- 
ination, and 23 completed the Course. 

“In November, 1934, 127 sat for sections of the Final Examina- 
tion, and 15 completed the.course. 

“In May, 1935, 120 sat for sections of the Final Examination 
and 29 completed the Course. 

“At the November, 1935, Examinations 137 sat for the Inter- 
mediate Course, and 100 sat for the Final Course. 

“From intimations received regarding 1936 Examinations, it is 
anticipated that there will be a further improvement in the number 
of candidates in May next. 


Membership 


“The position so far as New South Wales is concerned at the 
close of the year is stated as under :— 


“The total membership was 765. 
Advanced to Fellowship: R. J. Barrett. 


New Associates: Miss G. Larkin, R. E. Furniss, J. Field, T. J. 
Johnston, H. A. Gorman, L. N. Levy, G. W. Gosden, W. C. 
Feint, P. Lewis, R. Gollan, K. V. Weiss, J. J. Arnold, P. D. 
Morgan, T. A. Lovedee, D. Wallington, B. F. Waldron, L. R. 
O’Neill, W. H. Colyer, G. T. Atkins, W. F. Bartlett, J. Sow- 
erby, P. W. Bell, J. H. Edwards, E. M. Abbot, R. M. Myers, 

C. W. Whatson, B. E. Russell, E. S. Thomas, J. C. Howse, 

T. W. Martin, J. B. Fields, A. T. Fredericks, B. W. Soothill, 
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R. T. S. Hall, C. W. Mackay, K. W. Beatty, W. T. Calnan, 
A. Hollings, A. N. Bennetts, A. H. Y. Sommer, W. Johnston, 
A. G. Pennycook, B. B. Stringer, H. H. Hartley, H. Pearce, 
D. S. Connolly, B. C. Goodsell. 


“When the results of the November, 1935, Examinations come 
to hand an increase in membership will automatically follow. 


Obituary 
“Tt is with extreme regret that the loss by death of the following 
members since the last Annual Meeting is to be reported: H. C. 
Brierley, F.F.1.A. (past Chairman for 25 years); C. J. Emery, 
F.F.1.A.; A. H. Falconer, a.r.1.a.; R. P. Jones, a.r.t.a.; A. Miller, 
A.F.1.A.; J. B. O’Connor, a.F.1.4.; and H. W. Robin, F.F.1.. 


Policy for 1936 


“The new Articles provide for triennial elections of Board 
members, which should ensure a continuity of policy from year 
to year, and, as now constituted, the Board is in a position to plan 
ahead of the limits restricted to a Board whose members were all 
subject to yearly elections. 

“A special meeting room for the use of members, with facilities 
for writing, reading and correspondence, is being seriously con- 
sidered, and it is hoped will be available shortly. Complementary 
to such a plan is, of course, the provision of an up-to-date library. 
Many other suggestions were being closely examined and the 
Board was endeavouring to arrange useful service for the members, 
and at the same time do all possible to increase the prestige of 
the Institute.” 


The Report concluded with a well-deserved appreciation of 
the services rendered by the Secretary and his staff during the year. 

The Chairman, Mr. E. L. Johnson, F.F.1.4., in moving the adop- 
tion of the Report and Financial Statements, emphasised the prog- 
ress which had been made during the year. Referring to the 
improvement in the Institute’s financial position, he said that 
when the present Board took office three years ago, there was a debt 
of £700; the Balance Sheet now before the meeting disclosed a 
surplus of £826; thus there had been an improvement to the extent 
of £1,500 during the past three years. 

The Chairman also referred to the publication of a Joint Account- 
ancy Journal, and to the forthcoming Australasian Congress on 
Accounting: the latter, he considered, would be of particular 
advantage to the younger members of the profession. 

The motion for the adoption of the Report and Financial State- 
ments was carried unanimously. 


Election of Board Members 


In terms of the new Articles of Association, the three members 
to retire by rotation on this occasion were Messrs. E. G. Hellstrom, 
E. L. Johnson and S. J. Tighe. These gentlemen were re-elected 
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unopposed, and Mr. C. L. Smith, a.F.1.a., was re-elected auditor, 
his fee being fixed at the same amount as last year. 

The meeting was followed by a very enjoyable programme of 
musical items interspersed with toasts and refreshments. Mr. 
J. V. F. Chard, a.F.1.a., a member of the State Board, ably per- 
formed the duties of musical director for the occasion, and the 
harmony dispensed by the artists met with the well-merited appro- 
bation of an appreciative audience. The toast list was as follows :— 


“The King’—Proposed by the Chairman. 


“Parliament”—Proposed by the Chairman and responded to by 
Mr. S. A. Lloyd, M.L.A., A.F.1.A. 


“Kindred Institutes and Visitors’—Proposed by Mr. R. W. 
Hamilton, F.F.1.A., and responded to by the following :— 
Mr. E. W. Ernest Jones, F.1.c.a., State Registrar, Com- 
monwealth Institute of Accountants; Mr. Bruce Smith, 
F.A.A., President, Association of Accountants of Australia; 
Mr. C. McKerihan, President of the Rural Bank of 
N.S.W.; and Mr. B. Latham, Actuary and Secretary of 
the Note Issue Department of the Commonwealth Bank. 


“The Federal Institute of Accountants”—Proposed by Mr. L. 
Bowmer, F.1.1.S., President, Incorporated Institute of Secre- 
taries. Responded to by the Chairman. 


Amongst the visitors present were: Messrs. A. D. Bridges, 
F.A.1.S., and L. J. Thompson, F.A.1.s., State President and Secre- 
tary, respectively, of the Australasian Institute of Secretaries; 
Messrs. J. R. Drummond,'F.c.1.s., and C. Kingsmill, F.c.1.s., Vice- 
Chairman and Treasurer, respectively, of the Chartered Institute 
of Secretaries; Messrs. Conrad F. Horley, F.a.a., Registrar of the 
Association of Accountants of Australia; P. W. Lovett, Common- 
wealth Audit Office, C. J. W. Gillan, Assistant District Finance 
Officer of Victoria Barracks; D. McVey, Secretary of the Institute 
of Public Administration; and R. C. Clark, Past President of the 
Incorporated Institute of Secretaries. 


[Extracts from the speeches delivered during the social which 
followed the annual meeting are published elsewhere in this issue. ] 


ELECTION OF OFFICERS FOR 1936 


The newly-elected State Board met on Tuesday, February 18, 
when Mr. R. W. Hamilton, F.F.1.4., was elected Chairman for the 
ensuing year, and Mr. T. H. Braban, F.F.1.a., was elected Vice- 
Chairman. 

Messrs. R. W. Hamilton, F.r.1.a., A. A. Brackpool, A.F.1.A., 
and J. V. F. Chard, a.r.1.a., who were elected delegates to the 
General Council, were appointed as representatives of the N.S.W. 
Division of the Institute to the Australasian Congress on Account- 
ing to be held in Melbourne in March. 
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EXAMINATIONS 
The examinations are to commence on Tuesday, May 5, and 
are to be continued on following days up to Wednesday, May 13, 
as set out in the following time-tabie :— 
Intermediate Examination— 
Tuesday, May 5: Bankruptcy Law (Old Syllabus). 
Wednesday, May 6: Bookkeeping No. 1 (Old and New Sylla- 


buses). 
Thursday, May 7: Mercantile Law No. 1 (Old and New 
Syllabuses ). 


Friday, May 8: Bookkeeping No. 2 (New Syllabus). 
Monday, May 11: Company Law (Old Syllabus). 

Tuesday, May 12: Auditing. 

Wednesday, May 13: Mercantile Law No. 2 (New Syllabus). 


Final Examination— 

Tuesday, May 5: Bankruptcy Law. 
Wednesday, May 6: Bookkeeping No. 1. 
Thursday, May 7: Mercantile Law No. 1. 
Friday, May 8: Bookkeeping No. 2. 
Monday, May 11: Company Law. 
Tuesday, May 12: Auditing. 

Wednesday, May 13: Income Tax Law. 


Applications to sit for the May examinations closed on March 18. 


Victorian Division 


ANNUAL MEETING 

The Annual Meeting of Members of the Victorian Division 
was held on Thursday evening, February 20, 1936, at 8 pm. The 
Chairman of the Victorian State Board, Mr. A. L. Prendergast, 
F.F.1.A., presided, and there were present over 150 members. 

In moving the adoption of the Report and Balance Sheet, the 
Chairman referred to the excellent progress made during the year, 
and the strong financial position of the Division. 

He declared Messrs. A. L. Prendergast, F.F.1.a., and W. M. 
Jarvie, F.F.1.4 elected to the State Board as representatives of the 
fellow-members, and a ballot was being taken to elect one repre- 
sentative of the Associates. The retiring member was Mr. E. P. 
Harty, A.F.1.A., and a nomination had been received from Mr. C. 
Storey, A.F.I.A. 

The Chairman, at the adjourned meeting, reported the result 
of the count of the ballot papers, and declared Mr. E. P. Harty, 
A.F.1.A., duly elected. 

At the conclusion of the business a social hour was spent, and 
an excellent programme of music and other items was gone 
through. A lecturette was given by Mr. G. L. Mayman, A.rF.1.a. 
The toast of the visitors was honoured and responded to by Mr. 
H. P. Ogilvie, President of the General Council of the Common- 
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wealth Institute of Accountants, and the toast of the Chairman 
was proposed by Mr. J. G. McNicholl, Victorian President of the 
Australasian Institute of Secretaries. 


ELECTIONS 
At a meeting of the State Board of the Victorian Division of 

os een held on March 2, 1936, the following elections were 

made :— 

Chairman: Mr. A. L. Prendergast, F.F.1.a. 

Vice-Chairman: Mr. E. L. Wilson, F.¥.1.A. 

Representatives to Council: Mr. A. L. Prendergast, F.F.1.a., Mr. 
E. L. Wilson, F.¥.1.a., Mr. G. L. Mayman, a.F.1.a. 

Finance Committee: Mr. A. L. Prendergast, F.F.1.a., Mr. E. L. 
Wilson, F.F.1.A., Mr. Ellis Davies, F.F.1.A. 

Application Committee: Mr E. L. Wilson, F.F.1.a., Mr. H. G. 
Turner, F.F.1.A., Mr. E. P. Harty, a.F.1.a. 

Library Committee: Mr. H. G. Turner, F.r.1.a., Mr. G. L. Hay- 
man A.F.1.A.. Mr. E. J. Ingram, A.F.1.A. 


South Australian Division 


ANNUAL REPORT 
The principal matters referred to in the Annual Report of the 
Division, which was presented to members at the Annual General 
Meeting held on February 27, were :-— 


Membership 


The membership of the Division is now 706, consisting of 25 
Fellows, 648 Associates and 33 Provisional Associates. 


Scholarship Fund 


Several members are availing themselves of the benefit of this 
fund, and are making good progress with their studies at the 
University. 

Employment Register 

The scheme for the registration of members out of employment 
and those wishing to better their position has done much for 
members, and for the Institute generally in bringing its activities 
before the public. During the last year, a considerable number of 
members and students have been recommended for employment 
and have been given positions. It is significant that a number of 
firms in the city approach the Institute first when a vacancy has 
to be filled. Twenty-five positions were filled through this agency 
during the year. 

Advisory Committee in London 

Reference is made to the appointment of an Advisory Committee 
in London, which was suggested by this Division, and to the 
presence of Mr. W. E. Dunk, who was formerly attached to the 
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audit staff of the Commonwealth Bank in Adelaide, on that Com- 
mittee. 
Obituary 

The Board regretfully reports the death of the following mem- 
bers of the Division :— 

Messrs. A. Day, W. H. Bowden, A. S. Oswin and W. B. Reid. 
Mr. Day had held the position of Examiner in Taxation for some 
years, and his considerable experience as a Taxation expert had 
enabled him to set papers which though of a high standard were 
not above the reach of competent students. 


AUSTRALASIAN ACCOUNTING CONGRESS 


Messrs. G. E. Sunter and Edgar Sabine will represent the 
Division at the Accounting Congress. 


Tasmanian Division 


ANNUAL REPORT 
Attention is drawn in the annual report of the Division, which 
was presented at the Annual General Meeting held on February 
27, 1936, to the following matters :— 


Membership 

The membership of the Division is now 140, consisting of 13 
Fellows and 127 Associates. This is an increase of 10 during 
the year. 

Standardisation of Stationery 

At the suggestion of the Divisional Council, forms used by the 
various divisions are now being interchanged for the purpose of 
arriving at a uniform system throughout the Commonwealth. 


Faculty of Commerce 

Mr. V. S. Westbrook has been appointed to represent the 
Division at the University of Tasmania. Appreciation is expressed 
of the services of Mr. E. R. Campbell in this connection during 
the past year. 

, Library 

Additions have been made to the Library during the year, and 

it is hoped that further volumes will be added shortly. 


ANNUAL MEETING 

At the Annual General Meeting of the Division the following 

were elected :— 

State Board: Messrs. R. J. Meagher, F. M. Lovett, J. Smithies, 
E. W. Cruickshank, Claude James, E. R. Campbell (Vice- 
Chairman), W. E. Taylor, V. S. Westbrook (Chairman), 
and R. J. R. Harvey. 

Auditor: Mr. L. L. Hibbard. 
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The President of the Council, Mr. A. L. Prendergast, and the 
Secretary, Mr. Guy N. Moore, were present and were welcomed 
by Mr. J. Smithies. In reply, Mr. Prendergast spoke in laudatory 
terms of the beauty and amenities of Hobart. 

An enjoyable social programme included the showing by Mr. 
T. J. McKinley of moving pictures of the Royal Hobart Regatta 
and sailing vessels on the Derwent. 





Commonwealth Institute of 
Accountants 


Annual Report of the General Council 


The Annual Report is to be presented to the Annual General 
Meeting to be held in Melbourne on March 25, 1936. Leading 
features of the Report are summarised below :— 


MEMBERSHIP 


The membership roll shows an increase for the calendar year 
1935 of 72. Fifty-one members were advanced in status during 


the year. 
POST-GRADUATE STUDIES 


Reports have been received concerning the various prog-ammes 
of post-graduate study which have either been put into of¢ration 
or are under consideration in each Division. In addition to those 
specifically referred to in the extracts from the annual reports 
of Divisions published hereunder, Western Australian members 
completed a review of “Taxation at the Source under the Hospital 
Fund and Financial Emergency Tax Acts of Western Australia.” 
A report of the findings of this group was published in the Decem- 
ber issue of The Commonwealth Journal of Accountancy. Further 
developments in the study of advanced phases of accountancy and 
allied subjects are hoped for in the coming year. 


EMPLOYMENT 


By means of employment registers in each State, every effort 
has been made to find suitable openings for members. At the 
request of the General Council steps have been taken to ensure 
that accountancy qualifications be given due consideration in con- 
nection with State and Commonwealth Public Service appoint- 
ments. 

THE AUSTRALIAN ACCOUNTANT 

In announcing the advent of the new joint journal the Council 
expresses its appreciation of the valuable services rendered by 
Messrs. J. S. McInnes and L. A. Cleveland, of the Commonwealth 
Institute, and Messrs. A. L. Prendergast and C. H. Rogers, of the 
Federal Institute. Reference is also made to the excellent service 
rendered by Mr. O. R. MacDonald as Editor of The Common- 
wealth Journal of Accountancy during the last eleven years. 
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GENERAL COUNCIL PERSONNEL 
Three gentlemen who have rendered meritorious service to the 
Institute since the formation of the General Council in 1921 are 
retiring from the Council. They are Messrs. R. H. Shackell and 
L. A. Cleveland (Victoria) and R. D. Bogan (N.S.W.). Each 
of these gentlemen has occupied the office of President, and the 
Institute owes much of its present high status in the community to 
their guidance. Their resignations are prompted by their desire 
to give other members an opportunity of attaining to the highest 
offices of the Institute. 
Messrs. J. G. Davis and A. A. Fitzgerald (Victoria) and S. W. 
Griffith (N.S.W.) will fill the vacancies thus created. 


Victorian Division 


ANNUAL REPORT 
The annual report presented to the Annual General Meeting 
held on Wednesday, March 11, 1936, directs attention to the 
many activities of the past year and to the new and important 
developments in the work of the Institute. In particular, the 
following matters are referred to :-— 


Membership 
The membership of the Division at December 31, 1935, was 
1,695, an increase of 32 during the year. 


Library 

The quality and extent of the Library are well known, but the 
Library Committee has been vigilant in its search for new books 
and other improvements. During the year 195 volumes were 
added, and the periodical section was further extended by the 
addition of back numbers of several publications. It is proposed 
to commence the compilation in the near future of a complete 
subject index. Good use is being made by members of the improved 
facilities offered, and the Council proposes to continue the experi- 
ment of keeping the library open on Monday evenings until 
-10 p.m., and on the evenings of Students’ Society meetings until 
8 p.m. 


’ 


Post Graduate Studies 

The three courses of lectures in Statistics as Applied to Busi- 
ness, Cost Accounting Part I, and Office Organization and Man- 
agement, delivered by Dr. F. R. E. Mauldon and Messrs. L. A. 
Schumer and E. J. Ingram respectively, were very well attended, 
and as a result of this year’s experiment, the special committee 
appointed for the purpose of developing the educational work of 
the Institute will be in a better position to devise a comprehensive 
programme for the future. 


Publication of Treatise on Cost Accounting 


The Council broke new ground in deciding to publish Mr. L. A. 
Schumer’s thesis on Cost Accounting, which was the winning 
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thesis in the Centenary Thesis Competition. The book has, proved 
to be extremely popular, and the first edition of 1,500 copies has 
been sold. Arrangements have been made for a second ¢dition. 


Monthly Meetings of Members 
Educational and social activities have been well balanced 
throughout the year, and large attendances have been the rule at 
monthly luncheon meetings, at each of which an address has been 
given by a prominent speaker. 


Employment Department 
A great number of members and candidates have been. assisted 
to find employment by this branch of the work of the Institute 
The main difficulty has been to find suitable applicants for some 
of the positions available. During the year 143 inquires were 
received from employers. 


Victorian Companies’ Act 

The Institute has been represented on a joint committee of 
accountancy and secretarial Institutes which has been engaged 
in a thorough review of the provisions of the Victorian Companies 
Act. The joint committee has presented to the Attorney-General 
a voluminous report, which has been most favourably received 
by the Government, and which, it is hoped, will have an important 
bearing on the contents of the new Companies Bill. 


Taxation 
The Council has also been represented at several conferences 
called to consider the question of the present heavy burden of 
taxation. 


FEBRUARY DIVISIONAL COUNCIL MEETING 


At the meeting of the Victorian Divisional Council held on 
Tuesday, February 11, 1936, the following admissions and advance- 
ments were made :— 


Admissions and Advancements 


Advanced to Fellow: 
M. V. Anderson. 
Re-instated as Fellow: 
J. O. Holt. 
Advanced to Associate: 
Dorothy Vida Syme, G. T. Webb. 


Admitted as Associate: 
J. A. C. Andrew, F. L. Craig, A. N. Hocking, C. C. Rivington. 


Admitted as Licentiate: 
A. C. Bathy, A. L. Bohn, D. E. Bridger, R. K. Walls, H. H. Webb, 
A. Angus, A. R. David, E. A. Joyce, K. C. Bonyne Kelly, A. Bell, 
T. Coates, T. K. Y. Healy, H. McE. Scambler, F. P. Stephens, 
A. H. Thodey, T. N. Trembath. 








126 THE AUSTRALIAN ACCOUNTANT MAR. 


Removals from Register 
Authority was given for the removal of the names of the 
following deceased members from the Register :— 


Herbert James Mudford, Fellow (1911). 
Sydney Peter Semmens, Associate (1922). 


Post-Graduate Studies 
An interesting report on the scheme of Post-Graduate Studies 
adopted in Victoria was presented to the Council. The report 
‘concluded with the following interesting comments on the experi- 
ence gained during the year :— 


(1) That members are definitely interested in improving their 
knowledge of accountancy and its allied subjects. 

(2) That the absence of a sufficient supply of suitable text- 
books is a very definite obstacle. This was most pro- 
nounced in connection with the course on Statistics. If 
the lectures were to be followed intelligently it was 
essential that members of the class should undertake out- 
side reading. The unfortunate thing was no bookseller 
could supply a sufficient number of copies of a suitable 
textbook. Halfway through the lectures an attempt was 
made to overcome this difficulty by cabling to America 
for copies of Riggleman & Frisbee’s book. Supplies 
arrived too late to be of any real value to other than the 
members of the Study Group. 

(3) This difficulty was not experienced with the lectures on 
Cost Accounting, as copies of Mr. Schumer’s book were 
available, and the lectures followed closely the sequence 
of that book. 

The conclusion drawn from this is that the lectures 
are not sufficient in themselves, and that the best means 
of approaching the matter is to sponsor the publication 
of a book first, and then encourage the writer or some 
other well-informed person to expound the principles 
contained therein. 

(4) That members greatly appreciated the service of the 
Institute in this connection, and in particular that it was 
some return for the payment of subscriptions. It is felt 
that this feeling would not have been engendered had a 
charge for enrolment been made for each course. 

(5) That a good deal of specialised study on the part of mem- 
bers is essential before research work is attempted, or 
the writing of theses encouraged. 


Resignation of Divisional Councillor 
It was with very much regret that the Divisional Council accepted 
the resignation of Mr. F. W. Spry, who has been a member of the 
Victorian Divisional Council since 1919. Mr. Spry has rendered 
notable service to the Institute, and played a conspicuous part in 
the extension of the Institute in other States. At the Compli- 
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mentary Dinner tendered to him at the Hotel Australia on Wed- 
nesday, February 19, Mr. Spry assured his former colleagues that 
his resignation from the Council was not actuated by any lessening 
of interest in the Commonwealth Institute. It was entirely due to 
the fact that he was quite unable to give the necessary tinie to the 
affairs of the many bodies with which he was connected. Each 
member of the Council spoke in glowing terms of the work that 
Mr. Spry had done on behalf of the profession generally, and the 
personal loss that they would experience through his absence from 
future meetings of the Council. Colonel G. I. Stevenson, c.m.c., 
D.S.0., V.D., F.1.C.A., has been elected by the Divisional Council to 
fill the casual vacancy on the Council. 


General Councillors 

Two changes have taken place in the representation of the 
Victorian Division on the General Council. In December of last 
year Mr. R. H. Shackell resigned, and Mr. J. G. Davis was 
elected to fill his place. Mr. L. A. Cleveland, whose term of office 
expires at the next Annual Meeeting of the Institute, ifitimated 
that he did not desire to offer himself for re-election, and Mr. 
A. A. Fitzgerald was selected to fill his place. Both Mr. Cleve- 
land and Mr. Shackell have been members of the General Council 
since its formation on the Commonwealth basis in 1920. They 
have rendered yeoman service to the Institute, giving freely of 
their time in attending not only meetings in Victoria but meetings 
in other States. They feel with other members of the General 
Council that the time has arrived when they could quite safely 
hand over the reins to others, who will thus be given an opportunity 
of attaining to the highest offices of the Institute. The new 
representatives have each occupied the position of State FP’resident 
for more than one year, and have been prominent in the adminis- 
tration of the Institute in Victoria. 


Income Tax Board of Review 
Consideration has been given to the proposal that the Board of 
Review be dispensed with, and that a court of a single judge be 
set up in its place. The Council has come to the conclusion that 
this would be a mistake, and has decided to forward the following 
resolution to the Prime Minister :— 

“That the Commonwealth Institute of Accountants makes 
the strongest representations to the Federal Ministry for the 
retention of the Board of Review. 

“That the Commonwealth Institute of Accountants believes 
that the present Board has adequately fulfilled its function 
of providing a cheap and expeditious form of appeal from 
official decisions. 

“That, while the Commonwealth Institute of Accountants 
approves the establishment of a special Higher Court of 
Appeal for both Federal and State purposes, it belicves that 
the proposed Court should be additional to and not in place 
of the existing Board.” 
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New South Wales Division 


EXAMINATIONS 


The examinations to be held in April are to commence on the 
following dates :— 
Preliminary on April 27, 1936. 
Intermediate on April 20, 1936. 
Final (Legal Section) on April 27, 1936. 


The examinations are to be conducted at the Assembly Hall, 
Jamieson Street, Sydney, but candidates who are unable to attend 
in Sydney may make application to be examined at a country 
centre. 

Applications to sit for the April examinations closed on Febru- 
ary 29. 

The subjects embraced by the forthcoming examinations are :— 


Preliminary Examination:— 
General Commercial Knowledge. 


Intermediate Examination:— 
Bookkeeping (2 Papers). 
Auditing. 
Mercantile Law. 
Partnership Law, Bills of Exchange, etc. 


Final (Legal Section) Examination:— 
Banking, Finance, and Foreign Exchange. 
Federal Income Tax Law and Practice. 
Company and Bankruptcy Law. 
Mercantile Law and Trustees, etc. 


LIBRARY 


The work of reorganising the library has almost been completed. 
It is not intended to print catalogues, but a comprehensive cross 
index has been compiled on a similar basis to that in operation 
at the Sydney Municipal Library. Borrowers will have access 
to the indices of titles and authors, which can be kept up to date, 
and this system, it is considered, should prove more satisfactory 
than printed catalogues. 

The following extract from the report of the library expert, Mr. 
F. L. S. Bell, m.a., who was commissioned to re-organise the 
library, indicates the thorough nature of the overhaul which has 
been carried out. 

“The whole of the stock, including all the books in the circulat- 
ing, reference and periodical sections, have been numbered serially 
and entered in an ‘accession’ register. 

“A scheme of classification was devised by me to suit the special 
requirements of your library and the whole of the stock has been 
classified according to that scheme. This involved writing the 
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number on the back of every title page and printing it in white ink 
on the back of every volume. 

“Each book in the library was then examined and certain charac- 
teristic details were noted on cards. The recording of such 
details involved separate index cards for the title; the author; 
the various important subjects with which the book dealt; the 
series (of which the book might be one), and where there was 
more than one author, the co-author. In this way, there is no 
possible chance of a would-be reader with even the vaguest notion 
of what he wants being disappointed. The cards have all been 
sorted in strict alphabetical order—dictionary fashion—and placed 
in steel filing drawers. They now form a ready reference to the 
whole collection. 

“A simple lending system has been introduced and I am sure 
will prove most satisfactory, as it is based on a system which has 
worked faultlessly in England and America. 

“About 100 books were in such a bad state that they needed 
binding and I understand that this work is being carried out. 
These books have all been accessioned, classified and catalogued, 
and on their return to the library, can be placed in circulation 
almost immediately. 

“A number of new works have recently been purchase for the 
library and are now available for lending or reference. 

“Work of this kind requires much accuracy and not a little origi- 
nal thought—especially in the analysis of the book into its relevant 
subjects—and I feel that this report would not be complete without 
referring to the admirable assistance rendered me by Miss Ran- 
shaw. She alone understands the full details of the classification 
and cataloguing schemes which I have inaugurated and I feel 
sure that she can carry on where I left off without injuring the 
efficiency of the system as it stands. She is a girl of intelligence 
and is a careful and willing worker. 

“During the several weeks in which I have been working on 
the library, it has often been necessary to ask for the co-operation 
of the Registrar. Mr. Jones has at all times put himself at my 
disposal and given me every possible help. Especially is this 
so regarding the selection and acquirement of equipment and 
stationery. 

“The work which I was commissioned to carry out has now 
been completed and, speaking purely as a librarian, I can truth- 
fully say that your library is now one of the best small business 
libraries in this country. The old idea that a library had to have 
thousands of books to be any good is as dead as the Dodo. A 
small library, with its resources readily and completely available 
to its readers, can and does perform its function more efficiently 
than a huge stock of ill-assorted, out-of-date and badly-catalogued 
works.” 


ANNUAL REPORT 
The annual report of the Division, which was presented at the 
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Annual General Meeting, held on March 11, 1936, refers, inter 
alia, to the following important matters. 


Membership 
The membership now amounts to 1,543, a gain of 25 during the 
year. 


Companies Bill 
A sub-committee of the Council has carefully examined the 
provisions of the New Companies Bill and has drafted a number 
of suggestions for the improvement and modification of the 
proposed measure. Many of these recommendations have since 
been embodied in the Bill. 
Branches 


The Divisional Council has approved the principle of establish- 
ing branches in New South Wales, and will shortly proceed with 
the formation of a branch in the Newcastle district. 


Employment Department 
Positions have been found for a number of members and 
candidates during the year. The number of members seeking 
employment has fortunately decreased with the return of more 
prosperous times. 
Post-Graduate Studies 
The Council has submitted recommendations to the General 
Council with a view to the standardization of subjects for post- 
graduate study, the appointment of specialized lecturers, printing 
and circulation of lectures in each Division, curtailment of expense, 
prevention of overlapping, and the adoption of a uniform plan 
throughout the Commonwealth. 


ADMISSIONS AND ADVANCEMENTS 


At the meeting of the Divisional Council held on February 14, 
the following admissions and advancements were made :— 


Re-Admission as Fellow: 

R. F. Bourke. 
Re-admission as Associate: 

C. J. Thomas. 
Re-Admissions as Licentiate: 

M. R. Dunkley, J. O. Plim. 


Advancement to Associate: 
J. H. Noldt, E. Payne, P. E. Wiltshire. 


Admissions as Associate: 
C. H. Doyle, J. T. Garvin, O. J. Peters, W. M. Wright. 


Admissions as Licentiate: 
C. C. Godley, D. R. Gow, H. W. Lembke, A. C. Radford, H. L. 
Roberts, W. H. Rufford, A. T. Wales, G. H. Latham. 
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REMOVAL FROM REGISTER 


Authority was given for the removal from the Register of Mem- 
bers of the name of William John Dignam, Licentiate, resigned. 


South Australian Division 
ANNUAL REPORT 


The following interesting extracts are taken from the Annual 
Report of the Division, which was presented at the Annual General 
Meeting held on February 26, 1936. 


Membership 
The total membership now consists of 160, comprising 29 
Fellows, 66 Associates and 65 Licentiates. 


Address on “Cost Accounting” 


In September last arrangements were made for Mr. L. A. 
Schumer, A.1.c.A., to visit Adelaide, and deliver two addresses on 
“Cost Accounting,” under the auspices of the Institute. Your 
Council has placed on record its indebtedness to Mr. Schumer for 
the valuable service rendered by him to the Institute without fee 
or reward. The large and appreciative audiences at both lectures, 
at which there were representatives of kindred Institutes and com- 
mercial businesses, bore witness to the success of the enterprise, 
and great appreciation was expressed at the able manner in which 
the subject was dealt with. Mr. Schumer emphasised the impor- 
tance of the new method of budgetary control and standard costs, 
which he claimed “gave management an essential aid to the con- 
trol of business.” 

Representatives of the Institute of Chartered Accountants, the 
Federal Institute of Accountants, The Institute of Cost Account- 
ants, and the Australasian Institute of Secretaries, attended a lunch- 
eon given to Mr. Schumer during his stay in Adelaide. 


New Companies Act 


Under the new Companies Act of 1934, the regulations applying 
to companies have been considerably tightened up, both as regards 
“formation,” “carrying-on” and “winding-up.” Having regard to 
the correspondingly increased responsibilities of accountants, 
auditors and secretaries, in relation to companies, the Council 
has from time to time afforded members information as to the 
requirements of the Act relating to the filing of Annual Returns, 
and other documents, and the nature of the Auditor’s duties. For 
nearly a year none but licensed persons have been permitted to 
act as Auditors, and your Council welcomes the requirement 
that applicants for licences must satisfy the Auditors’ and Liqui- 
dators’ Board that they are competent to act. 


Joint Meetings of Accountancy Bodies 
In the interests of the profession generally, overtures were made 
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by your Council to the Institute of Chartered Accountants and the 
Federal Institute of Accountants, to appoint representatives to 
form a committee representing the accountancy bodies in this 
State. Representatives were duly appointed by these Institutes, 
and the Committee is now functioning. Col. M. F. Beevor was 
appointed to act for this Institute. The Committee will have no 
authority to bind the Institutes, but it is hoped that it will function 
so as to enable the profession to speak with one voice on matters 
of common interest. 


Recognition of Accountancy Qualifications in the Public Service 


At the last meeting of the General Council the question of the 
recognition of accountancy qualifications was raised, and it was 
suggested that in each State representations be made with the view 
of obtaining preference of employment in the Government Service, 
for applicants having such qualifications. 

The Auditor-General for the State, Mr. J. W. Wainwright, 
A.I.C.A., WaS subsequently interviewed, and it was gathered that 
he was very much in favour of recognising accountancy diplomas 
when the question of appointment or promotion in the service 
was under consideration; and Mr. Hunkin, Public Service Com- 
missioner also gave an assurance that full consideration would be 
given to recognised accountancy qualifications when applications 
for positions in the Public Service were being considered. 


Post-Graduate Course 

The inauguration of two groups formed during the year for 
post-graduate study has proved highly successful, particularly 
the “Cost Accounting” Group. By the formation of study circles, 
under the leadership of Mr. B. C. Newland, with Mr. J. D. Hislop 
as Secretary, very satisfactory progress was made, and an average 
number of twelve members have met regularly during the year, 
at the Registrar’s office. The Taxation group, of which Mr. 
C. F. H. Stevens has been Secretary, has not been as successful, 
but it is hoped better results will follow when the study circle 
re-assembles this year. 

; Library 

In view of the poor state of the library, the General Council 
was appealed to for assistance, and a grant of £50 was made to 
this Division to supplement the purchase of new books. A sub- 
committee was appointed, and after a careful selection, the library 
has been re-conditioned, and now includes a number of the latest 
books on accountancy, including standard works on cost account- 
ing, budgetary control, etc. 

It is pleasing to report that members are now making much 
better use of the library. Those members who have not already 
inspected the new books are urged to do so. Mr. D. H. Pickering, 
A.1.c.A., has been appointed Librarian, and may be consulted at 
any time by members desirous of borrowing books. 
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AUSTRALASIAN ACCOUNTING CONGRESS 


The Division will be represented at the Congress by Colonel 
M. F. Beevor and Mr. C. W. L. Muecke. 


Tasmanian Division 
ANNUAL REPORT 
Attention is directed in the Annual Report, which was presented 
at the Annual General Meeting held on February 24, 1936, to the 
following matters :— 
Membership 
The total membership at December 31, 1935, was 90, comprising 
12 Fellows, 42 Associates and 36 Licentiates. 


Post-Graduate Studies 
A costing group was formed, with Mr. H. L. Batten as leader. 
Ten meetings were held at which the average attendances were 
Hobart 9 and Launceston 6. A detailed report has been sent 
to the General Council, together with several suggestions for 
future activities. 
Faculty of Commerce 
Mr. F. A. Stump, F.1.c.a., was again appointed as the Division’s 
representative on the Faculty of Commerce. 


ANNUAL GENERAL MEETING 
The Annual General Meeting held on February 24, 1936, was 
well attended. At the conclusion of the business meeting an 
interesting address, entitled “Engineering Finance,” to which 
officers of other Institutes had been invited, was given by Mr. 
W. H. Schneider. 
The following office-bearers were elected :— 
Councillors: Messrs. P. J. Everard and A. H. Stump. 
Auditor: Mr. H. C. Orbell. 


FEBRUARY MEETING OF DIVISIONAL COUNCIL 


The monthly meeting of the Divisional Council was held on 
February 3. Mr. D. M. Spotswood, A.1.c.a., was in the chair. 


Australasian Congress on Accounting 
The question of leave for members in the Public Service desirous 
of attending the Congress was discussed and it was decided that 
the State Registrar see the Registrar of the Federal Institute of 
Accountants and if possible arrange for a joint letter to the Hon. 
the Treasurer asking him to assist by granting leave to enable 
these members to attend. 


Annual Accounts 


The Revenue Account and Balance Sheet for 1935 were tabled. 
The surplus for the year as shown by the accounts was £58/18/6, 
and the general financial position was satisfactory. 
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For the election at the annual meeting Mr. E. C. Botten, a.1.c.a., 
was appointed scrutineer. It was also agreed to ask Dr. F. R. E. 
Mauldon to address members after the business of the meeting 
had been concluded. 


Candidates for Examination 


Applications from three (3) new candidates were approved and 
recommended to the Board of Examiners. 


Membership 
Mr. J. H. Bain, of Launceston, was admitted as a Licentiate 
member. 
Examinations 
The State Registrar reported that a Hobart candidate—Mr. 
L. J. Farrell—had obtained highest marks in Australia in the 
Accountancy Section of the Final Examination held in October, 
1935. A letter of congratulation was sent to Mr. Farrell. 





Students’ Section 
Edited by O. R. MacDONALD, a.1.c.a. 


Diary of Forthcoming Lectures, etc. 


The various Societies sponsoring these lectures extend a cordial 
invitation to all readers to be present. Admission is free. 


VICTORIA 
March 25—“The Distribution of a Bankrupt Estate.” A. H. 
Outhwaite, Esq., F.c.a. (AusT.) (President, Bank- 
ruptcy Trustees’ Association of Victoria). 
Commonwealth Accountants’ Students’ Society 


April 20—“Mercantile Law.” R. E. Gregory, Esq., A.F.1.A., 
A.A.LS. 
Public Accountants’ Students’ Society 


May 18—‘“Costing Principles and Practice.” R. W. Ashley, Esq., 
F.c.A.A. (Chief Cost Accountant, Dunlop Perdriau 
Rubber Co. Ltd.). 


Public Accountants’ Students’ Society 


Date to —‘Reports to Business Executives.” M. V. Anderson, 
be fixed Esq., B.COM., A.I.C.A. (Lecturer in Cost Account- 
ing, University of Melbourne). 
Commonwealth Accountants’ Students’ Society 


May 27—“Bookkeeping Solutions.” E. Pyke, Esq., F.1.c.a. 
Commonwealth Accountants’ Students’ Society 
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May 30—Annual Dance, Ormond Hall. 
Commonwealth Accountants’ Students’ Society 


June 15—“Bookkeeping.” R. Adamson, Esq., A.F.1.A., etc., 
(Editorial Manager, Hemingway & Robertson 
Pty. Ltd.). 


Public Accountants’ Students’ Society 


June 24—Annual Meeting and Mock Company Meeting. 
Commonwealth Accountants’ Students’ Society 


Unless otherwise announced, meetings are held at the following 
places :— 
Commonwealth Accountants’ Students’ Society, Sixth 
Floor, Colonial Mutual Life Building, 314 Collins Street, 
Melbourne. 
Public Accountants’ Students’ Society, Board Room, Col- 
lins Gate, Collins House, 360 Collins Street, Melbourne. 


Secretaries of Students’ Societies, and other accounting and 
secretarial organisations, in all States, are requested to supply 
particulars of forthcoming meetings in order that they may be 
included in this monthly “Diary.” 


Commonwealth Accountants’ Students’ Society 


VICTORIAN DIVISION 
Next Meeting 

On Wednesday, March 25, Mr. A. H. Outhwaite, F.c.a. (AusT.), 
will lecture to the Society. He will deal with certain features of 
the Bankruptcy Act which are of special interest, and on which 
he considers some information would be of value to Trustees in 
Bankruptcy, students, and others. Those members of the Society 
who will shortly be presenting themselves for examination in the 
subject of Bankruptcy will find the lecture a special attraction, 
but, as above indicated, Mr. Outhwaite will also have in mind the 
accountant who, in the practice of his profession, has to deal with 
bankruptcy matters. 

Mr. Outhwaite has made a close study of the subject, and has 
had, as a Trustee, considerable practical experience in the appli- 
cation of the Act. As our readers are aware, he has accepted 
appointment as Bankruptcy Editor of this journal. 

The meeting will be held at the Colonial Mutual Life Building, 
314 Collins Street, Melbourne, commencing at 8 o'clock. 


Forthcoming Meetings 

The Australasian Congress on Accounting, the Easter holidays, 
and the examinations, will somewhat disturb the regularity of our 
meetings. Two meetings will be held in May. At one of these Mr. 
M. V. Anderson, B.coM., A.1.c.A., lecturer in Costing at the Univer- 
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sity of Melbourne, will deal with the preparation of reports for 
the business executive, and, at the other, Mr. E. Pyke, F.1.c.a., 
will demonstrate the workings of solutions to the Bookkeeping 
questions of the Intermediate examination. 

In conjunction with the Annual Meeting to be held in June, a 
mock company meeting will be presented. 

Syllabus in printed form will be issued to members during the 
month of March. 


Lecture on Banking 

On Wednesday, February 26, Mr. J. W. M. Eddy, B.com., 
Financial Editor of The Herald, and Melbourne University lec- 
turer in Financial Organisation, gave an address entitled “Intro- 
ductory Principles of Money and Banking.” Despite the oppress- 
ively hot night there was an attendance of over 80. The President, 
Mr. L. A. Schumer, A.1.c.A., was in the chair. 

In simple terms Mr. Eddy explained how the use of a medium 
for settling exchanges of goods and services, and of measuring 
their value, came into being. Many commodities, he showed, had 
been adopted as a measure of value and debts, but in civilised times 
gold and paper money had been of paramount importance. To-day 
almost the whole of the world’s money was on a paper system, and 
gold itself would have slight value if divorced from its worth as 
money. Mr. Eddy then explained the quantity theory of money. 
This led to the consideration of the place of banking in the financial 
structure. In this connection the effects of deposits with banks, 
the making of loans by banks, the use of cheques, and generally 
the place of banking in the credit system, were lucidly explained. 
Mr. Eddy concluded with a description of the functions of a 
Central Bank, with particular reference to the operations, as such, 
of the Commonwealth Bank. 

After the lecturer had answered a number of questions the meet- 
ing closed with a vote of thanks accorded to him on the motion 
of Mr. E. J. Ingram, B.coM., A.1.C.A. 


COMPENSATION LIABILITIES OF EMPLOYERS 


We have received a letter, which we set out below, from Mr. 
J. R. Barber) Accident Secretary, The Chamber of Manufactures 
Insurance Ltd. 

Members are requested to make the necessary alterations in 
their copies of the lecture, in order that the information given 
therein may be brought up to date. 

Copies of the lecture may be obtained from the Secretary of 
the Society at a price of 1/-, or sixpence to members of the Society. 

Mr. Barber’s letter is as follows: 





“With reference to my lecture, ‘What a Business Man Should 
Know About the Workers’ Compensation Act and Other Com- 
pensation Liabilities of Employers,’ I wish to draw your attention 
to the following, which are consequential on the coming into force 
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1936 


on March 2, 1936, of the Workers’ Compensation Act 1935, an 
amendment of the 1928 Act :— 


Page 3: “The Workers’ Compensation Act 1928’ (appearing 
twice) will now be ‘The Workers’ Compensation 
Acts 1928/1935.’ 

Page 4: Benefits were again increased by the amending Act 
of 1935, proclaimed to come into force on March 2, 
1936. 

Pp. 6 and 7: The amount ‘£360’ is altered by the amending 
Act of 1935 to ‘£400.’ 

Page 15: The amending Act of 1935 provides that the employer 
is liable to pay a worker’s ambulance, medical and 
hospital expenses not exceeding £5 in all. Workers’ 
Compensation Insurance Policies on and after the 
2nd March, 1936, will cover that liability, with a 
corresponding increase in premium. 


Page 16: As per Page 3. 


“There is another matter, which, however, does not arise out 
of the amendment of the Act. On Page 8, under the heading 
‘Special Features,’ I referred to the position where employees cross 
and re-cross State borders on employers’ business. The ase of 
Beazley v. Ryan decided on appeal by the Supreme Court of Vic- 
toria in 1935 (Argus Law Reports) makes clear the peculiar 
position of the employer. It is a very interesting case, and con- 
firms the advice I gave.” 


N.S.W. DIVISION 


At the meeting of the Commonwealth Accountants’ Students’ 
Society held at the Millions Club, Sydney, on Wednesday, Feb- 
ruary 19, the Hon. Secretary, Mr. P. H. Dyson, made the follow- 
ing announcements concerning the activities of the Society :— 


Industrial Inspection—N ewcastle 

Arrangements had been made for a visit of inspection of some of 
the principal industrial works of Newcastle, including Steel Works, 
Electric Lamp Manufacturers, and Rope Works, by members of 
the Society on Wednesday, February 26. 

Members who could make the trip were invited to get in touch 
with Mr. John M. White, Vice-President, and former Secretary, 
who was organising the tour. An interesting, instructive and 
enjoyable trip was assured at a comparatively small cost. 


March Meetings 
Mr. Dyson said that three meetings were to be held in March, 
when lectures would be delivered as follows :— 


March 4: “Intermediate Auditing,” by Mr. E. E. Fortescue, 
A.LC.A. 

March 18: “Mercantile Law.” 

March 25: “Banking, Finance and Foreign Echange.” 

E 
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Public Accountants’ Students’ Society of Victoria 


FEBRUARY MEETING 

This Society was favoured with an address by Mr. J. Wallace 
Ross, Chartered Accountant (Aust.), entitled “The Liquidation 
and Reconstruction of Companies,” on Monday, February 17, 1936. 
The many fine points that he explained were illustrated by means 
of charts which were distributed beforehand to those present. 
There are a number of these still on hand and any member of the 
Society who would like additional copies, or any others interested, 
may obtain them from the rooms of the Federal Institute of Account- 
ants in Collins House. It is hoped that the address will be pub- 
lished in this journal at a later date. 

Your attention is drawn to the diary of forthcoming lectures 
which will appear regularly in this journal. Members of this and 
the Commonwealth Accountants’ Students’ Society, as well as 
qualified members, are cordially invited to attend. The lectures 
are of a high standard and their value to the students as well as 
the graduate members cannot be over-emphasised. 


Society of Accountancy Students (Southern 
Tasmania) 


The second meeting for 1936 was held at the “Imperial,” Collins 
Street, Hobart, on February 25. There was a good attendance of 
members, and by special invitation Mr. A. L. Prendergast, Presi- 
dent of the Council of the Federal Institute of Accountants, and 
Mr. Moore, General Secretary of the Federal Institute of Account- 
ants, were present. They are on a visit to Hobart for the purpose 
of attending the Annual Meeting of the Tasmanian Branch of the 
Federal Institute of Accountants. 

The subject for the evening was “Share Transactions,” and for 
the purpose of illustrating the various points took the form of a 
Limited Company’s office with the Secretary and Share Clerk. 
Mr. F. E. Cotton and Mr. F. S. Hooper, members of the Aus- 
tralasian Institute of Secretaries, took the parts of Secretary and 
Share Clerk respectively. 

The company, which had only recently been registered, had 
issued ordinary and preference shares and was in the process of 
collecting moneys due for allotments and calls. The students were 
shareholders who brought up many queries that arise at this stage 
of a company’s life. The points dealt with were :— 

Compliance with the Stock Exchange requirements for the 
shares to be listed on the Exchange. 

Withdrawal of an application for shares before allotment. 

Non-receipt of scrip by a shareholder and failure to notify 
change of address. 

Repudiation by shareholder of liability for call on the ground 
that he understood it was a “no liability” company; also 
complaint re share hawking. 
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Shares sold before call made and transfer not registered. 

Wrong form of transfer and transfers to limited company 
and firm. Lost scrip and necessary procedure—Marked 
transfers—Transfer from maiden name to married name— 
Disclaimer by infant who had attended meeting of company. 

Transfer of deceased persons’ shares and record of probate 
granted. 

Transferror of shares for which transfer not presented for 
registration requests removal of name from register. 

Loan on security of company shares. 

Inspection of Register of Members—joint holding of shares. 

The very clear answers given by Messrs. Cotton and Hooper 
to the shareholder-students left no doubt in the minds of those 
present as to the correct procedure and although there was an 
amount of humour present throughout, students must have gained 
much from the evening. Several questions on matters not dealt 
with were also answered. 

Mr. A. L. Prendergast said he was very pleased that he had 
the opportunity to be present and see the good work that was 
being carried on by the Students’ Society. Mr. Moore also 
expressed pleasure at being present and said he had enjoyed the 
evening very much. 

A vote of thanks to Messrs. F. E. Cotton and F. S. Hooper 
and the students taking part was moved by Mr. A. R. Hewer 
and seconded by Mr. L. L. Hibbard and carried by acclamation. 


Executorship Accounts 


THE RULE IN “ALLHUSEN v. WHITTEL” 
Among the legal decisions which have established “rules” in 
the administration of deceased estates is that in Allhusen v. W hittel. 
It is of common application, but is frequently ignored—usually 
through inadvertence—by executors and trustees. Yet it is im- 
portant, for the legal application of the rule is well established, 
and, as every student knows, ignorance of the law does not excuse. 

Shortly stated, the rule is :— 

As between life-tenant and remainderman, the life-tenant 
is entitled to the income from the true residue of the estate 
only; not to income from that portion of the estate which is 
required for the purpose of the payment of debts, liabilities, 
legacies, funeral and testamentary expenses, and the like. 

It will readily be seen that the circumstances under which the 
rule will apply frequently occur—in fact, whenever the will pro- 
vides for a life-interest to some person or persons—unless the 
application of the rule is definitely negatived in the will. 

The principle of the rule is quite logical. Obviously, when a life- 
interest is willed to some person it is reasonable to assume that it 
is the testator’s wish that that person shall receive the income from 
the true residue only; not that he shall benefit from the fortuitous 
circumstance that some time must necessarily elapse before all 
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liabilities of the estate are discharged, the legacies disbursed, and 
the other provisions of the will carried into effect, and that mean- 
while the funds required for those purposes continue to be income- 
earning. It would be inequitable for the life-tenant, or life-owner, 
to be the sole gainer through any delay in the liquidation of debts 
and other charges against the estate. 

Theoretically, the liabilities of a testator and any bequests made 
by his will should be paid on the day of his death. Obviously, this 
is not possible; even if the estate consisted solely of cash the legal 
formalities that must be fulfilled before any person is authorised 
to deal with any portion of his estate preclude any such action 
being taken. A period of time must pass, even with the smallest 
estate, before the affairs of the deceased can be finalised. This 
being so, it is essential that equity be preserved as between life- 
tenant and remainderman. 

The case of Allhusen v. Whittel L.R. 4 Eq. 295, was heard in 
1867. The rule then laid down has been confirmed (with certain 
modifications) on several occasions, nctably in Lambert v. Lambert 
(1874) L.R. 16 Eq. 320; re McEuen, McEuen v. Phelps (1913) 
2 Ch. 716; re Wills, Wills v. Hamilton (1915), 1 Ch. 769; re 
Oldham, Oldham v. Myles (1927) W.N. 113. 

The principle being understood, the question is, how shall it 
be put into practical effect? In what way may the “true residue” — 
the income from which belongs to the life-tenant—be ascertained ? 
In practice, it is not always a simple matter. 

A common method is to separate the capita! of the estate into 
two divisions. One section, usually called “The Deductible Fund,” 
is for the purpose of discharging all funeral and testamentary 
expenses and the liabilities and debts of the testator, and for the 
payment of legacies, etc.; the other is the “True Residue,” and 
this must be preserved intact. If the division be properly made, 
the amount realised on the sale of the assets appropriated to the 
“Deductible Fund,” plus the income earned by such assets, will 
exactly equal the disbursements made out of the Fund. With the 
payment of the last charge against the estate the “Deductible Fund” 
will automatically disappear—all remaining assets of the estate 
being comprised in the “True Residue.” 

The student may well believe that to require the segregation of 
the assets in this fashion to achieve the desired result is a counsel 
of perfection. In actual practice it is rarely possible. It is not 
impracticable, however, in many cases, to make a fairly accurate 
division. 

The method we suggest is as follows :— 

(1) Compile a list of all payments that will be required to be 
made from the Deductible Fund, together with the probable 
dates of the payments. 

(2) Estimate the amount which, with interest, will be sufficient 
to provide the necessary funds at the desired times. 

(3) “Ear-mark” specific securities to that amount. The securi- 
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ties must be as stable as possible, and readily realisable, 

e.g., Government Loans. 

(4) Transfer from Corpus Account to the credit of Deductible 
Fund the amount estimated as above. In the journal entry 
detail the securities appropriated to the Fund. 

(5) Transfer from Corpus Account to the debit of Deductible 
Fund the amount of the liabilities at date of death as shown 
on the Probate Statement. 

(6) Open columns (both Debit and Credit) in the Cash Book 
for Deductible Fund, and enter therein any cash appropri- 
ated to the Fund. All cash receipts and expenditure relating 
to the Fund will be entered in the D.F. columns, the balance 
of which will, when all liabilities are discharged, represent 
the balance of the Fund, less any other assets still on hand. 
When a cash receipt represents both interest and capital, 
the total amount is entered in the D.F. column, from whence 
it is posted to the respective asset account. Here any appor- 
tionment between interest (not income) and capital is made. 

Example :— 

A.B. dies on March 31, leaving assets to the value of 
£20,000. Funeral and Testamentary Expenses, Liabilities, 
etc., amount to £1,580, and legacies amounting to £1,000 are 
provided for in the will. The widow is entitled to a life- 
interest on the residue, and on her death the estate is to be 
divided among the children. The assets include £5,000 4% 
Australian Consols., 1950, valued for probate purposes at 
£102. 

The Executor calculates that £2,500 Aust. Consols. will, with 
interest, provide the necessary funds to discharge all the obliga- 
tions of the estate, and that all payments will have been made 
before September 30. 

The Consols. are sold from time to time, as funds are required, 
and the entire proceeds are entered into the “D.F.” column in the 
Cash Book, from whence they are posted to the Aust. Consols. 
(D.F.) Account. On September 30, the last payment in respect 
of the Deductible Fund is made, and we will assume that the 
Account, in summarised form, reads as follows :— 


Deductible Fund 
To Corpus Account (Liabili- £ By Corpus Account (£2,500 £ 


ties at date of death) 4% Consols. @ £102) 
(Journal entry) .. .. 1,000 (Journal entry) .. .. 2,550 
» Funeral and Testament- » Aust. Consols. (D.F.) 
ary Expenses (Cash Account— 
Book, D.F. column) .. 580 Interest received . .. 35 
» Legacies (Journal entry, Surplus on sale . .. 15 
transfer from Legacy (Journal entry) 
4, a 
» Balance carried down .. 20 
£2.600 £2,600 
—3 SSSS—_— 


By Balance brought down . £20 
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It will be seen from the above that a balance of £20 remains in 
the account; therefore, to that degree, the executor was astray in 
his calculations. £15 of this balance is due to the rise in the 
market price of the Consols., and £5 to an increase in the interest 
(owing possibly to the executor having made some payments later 
than anticipated). 

It is evident that an adjustment must be made to close the 
account. By over-estimating the amount of the Consols. to be 
“ear-marked” the life-tenant has lost a small amount of income, 
viz., six months’ interest at the rate of four per cent. per annum, 
not on £20, but on the amount which, with interest, amounts to 
£20 at the end of six months. To ascertain this amount, the follow- 
ing calculation is necessary. 


3 of £20 = (approximately) £19/12/2. 

(The actual interest for six months is, of course, equivalent to 
two per cent. per annum.) £19/12/2 is, therefore, the amount 
of capital that has been appropriated in excess of requirements; 
the remainder, 7/10, represents income. 


The adjustment is made, by journal entry, as follows :— 


Deductible Fund Dr. £20 
To Corpus £19 12 2 
» Income 7 10 


For adjustment of amount over- 
credited to Deductible Fund. 


If it were found that the sum provided was insufficient the adjust- 
ing entry would be :— 


Corpus Dr. 
Income Dr. 
To Deductible Fund 

Care should be taken, however, to avoid any possibility of insuffi- 
cient assets being appropriated for the purpose. If this occurred, 
income may be distributed to the life-tenant in excess of the income 
actually received on the “True Residue.” 

The example given is much more simple than would occur in 
actual practice. In few cases do the liabilities exactly equal the 
figures given in the probate statement, and it is not always possible 
to “ear-mark” specific securities as shown in the example. The 
estate may include investments not authorised by the will, some 
returning no income, others a high rate of income. The executor 
will necessarily have to realise these. Where the investments utilised 
for Deductible Fund payments produce income at varying rates 
either the income from each investment must be separately com- 
puted or a method of averaging the interest rate must be adopted for 
the purpose of making the required adjustment as between capital 
and income. 

With estates in which transactions are more intricate, more 
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involved methods are required. The standard text-books contain 
examples of treatment in specific cases, in which the legal decisions 
in the various cases are interpreted by means of specimen accounts, 
some of which are rather complicated. 

A plan devised by Lord Plender combines accuracy with relative 
simplicity. It provides, inter alia, for crediting the life-tenant with 
all income received (accruing after the date of death of the testator), 
and debiting him with income from the assets appropriated to 
Deductible Fund from the date of death to the date or dates of 
distribution of the Fund. 

The method we have outlined works well in practice, although 
it may not be adaptable to all cases. It can be applied to much more 
complex accounts than the simple one we have illustrated, and the 
result is sufficiently true to prevent any material disturbance of 
the rights as between life-tenant and remainderman. We believe 
it illustrates clearly the principle underlying the rule, which is, 
after all, the object of this article. 

It is now a common practice to embody in wills a clause barring 
the application of the rule. The difficulties in its application are 
apparent, yet as shown above, the rule is logical and just. 

As the life-tenant does not receive the income from assets 
appropriated to Deductible Fund he is not liable to taxation on it, 
but such income is subject to tax in the hands of the trustee. 

A number of interesting aspects have not been touched on in 
this article, but sufficient has been said to demonstrate the prin- 
ciple involved in the rule. 

The principle laid down in Allhusen v. Whittel is one of law, 
but its practical application is one of accountancy. Students will 
find a study of the various methods of treatment recommended 
by leading authorities a useful exercise which will assist them to 
obtain a better grasp of the fundamental principles of executorship 
accounts as a whole. 
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Legal Section 
Edited by G. L. MAYMAN, .a., LL.B., B.COM., A.F.I.A. 


RESCINDING A MOTION 


We have received an enquiry from Croydon, New South Wales, 
as to whether there are any matters, already carried as a motion, 
which cannot be rescinded at a later meeting. 

Our comments will appear next month. 


RECEIVER’S RIGHT OF ACTION 


The rule that a receiver as such (by virtue of his appointment 
only) cannot bring an action in his own name was laid down in the 
case of Rodriguez v. Speyer Bros. On the ground that no property 
vests in him as receiver the rule is well founded. He may, how- 
ever, get a right to sue in the names of those appointing him. In 
general, the right of a liquidator to sue in his own name is simi- 
larly limited. Of course, a liquidator may institute actions in the 
name of the company. 

These points were under consideration in the Queensland case 
of Bolton v. Darling Downs Building Society 1935 Q.S.R., p. 238, 
where the plaintiff was the liquidator and receiver. The established 
rules were applied and subsequently the court allowed the action 
to be properly brought. 


AGENT’S COMMISSION—RIGHT OF OWNER TO SELL 

In the New South Wales Supreme Court on February 12, a 
point of interest to real estate agents and accountants was deter- 
mined in the case of Heffernan v. Hansford. Plaintiff brought 
an action for breach of contract under which the plaintiff was given 
the sole selling agency of the North Richmond Hotel for three 
weeks. The declaration alleged that before the expiration of the 
three weeks the defendant sold the hotel, otherwise than through 
the agency of the plaintiff. The defendant, in his demurrer, alleged 
that no cause of action was disclosed, and it set out no breach of 
the contract,sued upon. The defendant’s contention was that while 
the contract prevented the defendant from selling through agents 
other than the plaintiff, it did not prevent the defendant from sell- 
ing personally, and that the declaration did not allege a sale by an 
agent. 

The Court unanimously upheld the demurrer. Mr. Justice 
Davidson said that a vendor who put a property into the hands of 
an agent for sale was assumed to have retained the right to sell 
himself. In the agreement declared upon, although the plaintiff was 
given a sole selling agency, there was nothing in these words which, 
in his Honour’s opinion, restricted the right which the defendant 
originally had, and he adopted the words of the late Mr. Justice 
McCardie in the case of Ventall Horsley and Baldry v. Vicary 
(1931, I.K.B., page 253), where he said that “if the parties 
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intended such a prohibition, nothing would have been easier than 
to insert the appropriate words.” 


OVERPAYMENT OF A BENEFICIARY—TRUSTEE 
LIABLE TO CREDITORS OF ESTATE 


The trials of trustees are unlimited. The slump in property 
values in the recent depression period has given the courts another 
opportunity of warning trustees of the perils they undergo. 

In the case of Thompson’s Trustees v. Marshall and Others a 
trust estate consisting of real property on which bonds were 
secured depreciated considerably in value. The trustees had made 
payment to certain of the beneficiaries. It was subsequently dis- 
covered that the properties would not be of sufficient value to meet 
the secured debts, and in the circumstances it was evident that the 
beneficiaries had been overpaid. The Court held, however, that 
such overpayments could not be recovered and that the trustees 
were personally liable to pay the unpaid creditors. 

A qualification allowed in the case of Whittaker v. Kershaw 
(1890) enabled overpayments to be recovered because the bene- 
ficiaries had notice of the other liabilities. 

The lesson to be taken to heart by trustees is that sufficient liquid 
funds should be retained to cover certain debts. 


CHEQUES 


Some interesting comments on banking problems were made in 
the 1935 Gilbart Lectures to English bankers by Mr. R. W. Jones. 
Two topics of common interest and as to which there are some 
popular fallacies are considered below. The numbers of the sec- 
tions of the Bills of Exchange Act quoted are those in the Aus- 
tralian Act. 


“Account Payee” 


With regard to the “Account payee” crossing, a paying banker 
is likewise under no duty to take heed of the phrase. It has no 
place in the Bills of Exchange Act, it is an unauthorised addition 
to the cheque that is only indirectly recognised by the Courts in 
that, as we shall see, disregard of it by a collecting banker will be 
accounted to him as negligence. 

The paying banker is under no duty to see that the proceeds of a 
cheque so marked are applied as directed, for firstly, the words may 
have been added by the payee and the banker is only concerned 
with his customer’s instructions, apart from those additions in the 
shape of crossings permissible to third parties. Secondly, even if 
the drawer issued the cheque so marked, the banker is entitled 
to ignore this unauthorised addition; he can say that his customer 
has issued an ambiguous document, in that he has inserted words 
on the cheque that are inconsistent with the machinery of transfer 
indicated by the words “or order,” and that he is entitled to rely on 
the legal form of the cheque and to disregard ambiguous additions. 
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These considerations equally apply where a cheque bears evi- 
dence, in the shape of additional endorsements, that it has not 
gone to the account of the payee. The only possible risk would 
arise where one of the endorsements was forged, when the cus- 
tomer might complain that the cheque was not paid in the ordinary 
course of business under Section 65, or without negligence under 
Section 85; or the true owner might sue for conversion. As 
against this, Sir John Paget is of the opinion that the Courts would 
hold that the words “A/c payee” are addressed to the collecting 
banker, and in no case have any significance for the paying banker. 

Occasionally a cheque comes forward drawn “Pay A.B. only,” 
or “Pay A.B. not transferable,” with the words “or order” or “or 
bearer” duly deleted. This is an embarrassing form of cheque, but, 
unfortunately, it has legal warrant, for Section 13 of the Bills of 
Exchange Act contemplates this sort of instrument when it says: 
“Where a bill contains words prohibiting transfer, or indicating 
an intention that it should not be transferable, it is valid as between 
the parties thereto, but is not negotiable.” If an open cheque so 
marked were presented for payment, you would have to identify 
the payee beyond all doubt, and if such a cheque were presented 
through the Clearing, the presence of endorsements additional to 
that of the payee would necessitate your returning it. 

Forgery 

It necessarily follows from the banker’s contract to repay his 
customer’s money against his written orders, that if he perchance 
pays away funds against a forged order, he cannot charge such 
sums to his customer’s account. There seems to be an impression 
in some people’s minds that the banker will lose on account of 
negligence. As a matter of fact, negligence has nothing to do with 
the matter, and in a good many cases the signature has been so 
cleverly forged that a customer could not set up want of care on 
the banker’s part. The reason why, in the ordinary course, a 
banker cannot debit his customer with a forged cheque is that he 
has broken his contract—he has not paid against his customer’s 
genuine order. 

The circumstances in which a banker may be able to debit his 
customer with the amount of a forged cheque are where the 
customer adopts the signature as his own, or where the doctrine of 
estoppel can be invoked against the customer. A pure and simple 
forgery, as opposed to an unauthorized signature, cannot be rati- 
fied, as ratification presupposes agency that has been exceeded or 
abused. It can be adopted, however—that is to say, the customer 
may state: “I will treat this signature as my own and you may 
charge me with this cheque.” 

Alternatively, a customer, by his conduct, may be prevented or 
estopped from denying the genuineness of the signature in dispute. 
Where, for example, the drawer knows of the wrongful use that is 
being made of his cheques and does not warn the bank, it is con- 
ceivable that he could not successfully set up the forgery, for his 
own conduct had led the bank into paying the forgeries. 
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Lord Justice Scrutton, in Greenwood v. Martins Bank Ltd. 
(1931), when mentioning the duty of a banker to report to his 
customer an attempt to cash a forged cheque, emphasised the 
corresponding duty of the customer to warn his banker of the 
existence of any such cheques. 

“The banker, if a cheque were presented to him which he 
rejected as forged, would be under a duty to report that to the 
customer to enable him to enquire into and protect himself azainst 
the circumstances of the forgery. That would involve a corre- 
sponding duty on the customer, if he became aware that forged 
cheques were being presented, to inform the banker in order that 
the banker might avoid loss in the future.” 

The above-mentioned case concerned a customer, who, after his 
wife had confessed to forging his cheques, held his peace and only 
disputed the state of his account after his wife’s untimely death. 

It was held in the Appeal Court that the customer was estopped 
from setting up the forgeries, not because his silence led the bank 
into loss—for the cheques in question had all been paid before he 
was made aware of his wife’s delinquency—but because his silence 
had prevented the bank bringing a civil action against the ‘orger, 
which might have had good, if curious, results, as the husband 
would have been liable for his wife’s tort. 


CLAIM FOR FEES 


In the Mayor’s and City of London Court, before Judge F. 
Shewell Cooper, on October 17, Mr. Harry Benjamin Sacks, 
Chartered Accountant, 62-63 Fenchurch Street, E.C.3, brought an 
action against Mr. Henry Isadore Leon, 17 Endersleigh Gardens, 
N.W., to recover £77/14/- in respect of professional services ren- 
dered in 1934. 

The defence was a denial of indebtedness and an allegation 
that plaintiff was instructed to act in connection with the calling 
of a meeting of the creditors of a company, De Leon’s Biscuits 
Ltd., of which defendant was a director, and also with regard to 
any personal matters arising out of the company’s affairs; and that 
the plaintiff had received the sum of £32/11/- as an agreed fee for 
his services. There was an alternative pleading that if any sum 
should be due to plaintiff, which was denied, his charges were 
excessive. It was suggested that the £32/11/- was made up of 
ten guineas for preparing for the meeting of creditors, six guineas 
for the costs of the meeting, ten guineas for clearing up subsequent 
matters, and five guineas stamp duty and out-of-pocket expenses. 

Counsel for plaintiff intimated that the twenty-six guineas plus 
out-of-pockets in question was in respect of work entirely separate 
and distinct from that for which plaintiff was now claiming to be 
remunerated—which represented five other matters quite uncon- 
nected with the meeting of creditors. Counsel put in correspon- 
dence confirming each one of these transactions and dealt with 
them in detail and produced the bill of costs to the judge. 
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Mr. Sacks said that in consequence of his original instructions 
he had a five-hour interview, went down to the company’s factory, 
examined the books and tried to elucidate the position; there was 
subsequent investigation including inquiries with solicitors and 
chartered accountants, the matter was complex and involved con- 
siderable negotiation and interviewing, and it was in respect of this 
that the twenty-six guinea fee was charged and paid. 

Witness said that subsequent to that he obtained defendant’s 
written instructions to deal with the solicitor to the Board of 
Trade concerning various matters in regard to which the company 
was in difficulties and in connection with which it was necessary 
to examine the books to ascertain the pre-company debts, all of 
which work was quite independent of that for which the fee had 
been paid. After further details had been put to the witness, the 
judge intimated that he was prepared to accept the fact that the 
account as rendered set out the actual work forming the basis of 
claim. Witness informed his lordship that upon receipt of instruc- 
tions for a second meeting of creditors, involving the question of 
payment of a larger composition, he had a discussion with defend- 
ant lasting over half an hour upon the subject of costs and told 
defendant that the scale charges would be roughly £80; defendant 
said he would think the matter over, and on the following day he 
agreed to pay the fees, which fact witness recorded in his dairy. 
After the creditors’ meeting witness was approached by defendant 
to reduce his fees because of financial difficulties due to the 
increased composition and witness told him that provided he paid 
£20 forthwith and three further monthly instalments of £10 he 
would accept £50 in settlement, but although defendant agreed to 
the suggestion no money was forthcoming, in spite of repeated 
requests, and therefore a full account was rendered. Witness said 
his charges were apportioned as to 30 hours of his own work at 
ten guineas per day and 333 hours at seven guineas. Asked by 
his lordship to explain “in view of the defence that the charges 
are excessive” why the 30 hours were charged at ten and not seven 
guineas, witness said that most of the time at the higher rate 
was spent on interviews and negotiations with chartered account- 
ants and solicitors, including the solicitor to the Board of Trade 
which he regarded as much more important and intricate work 
than the ordinary accountancy work. Asked by the judge if the 
charges higher than the seven guineas were authorized by scale, 
witness replied that the recognised Institute scale for work of that 
nature ranged from 7 to 21 guineas. In cross-examination, witness 
emphatically denied that the original fee paid was intended to cover 
the whole of the work for which he was now claiming. The judge 
intervened during the course of the cross-examination to point out 
to defendant that when a business man received confirmatory 
letters, accounts and documents and even a solicitor’s letter but 
did not reply to them, it required a good deal of explanation at a 
later stage. 

Mr. Solomon Brief, chartered accountant, gave evidence to the 
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effect that by reference to the bill of costs in this case he would 
say that a reasonable figure per seven hour day would be between 
10 and 15 guineas “in view of the terrific amount of interview 
work and investigations into the specific type of thing concerned.” 
Asked by the judge what sort of circumstances in his view justified 
a higher charge than the normal seven guineas, witness replied 
that in the case of bankruptcy work, with meetings of creditors 
and investigations into company’s accounts and returns, much more 
detailed information must be obtained and a much greater amount 
of care must be taken than in ordinary audit work for which seven 
guineas was required; and in further reply to his lordship witness 
agreed that he did not often find it necessary himself to charge 
more than the seven guineas. 

Mr. Denis Jeston Black informed the judge that he had had five 
years’ experience as a chartered accountant and that it was more 
normal, for work of this nature, to charge from half an guinea to 
two guineas an hour, and that in his opinion it was usual to charge 
more than a guinea an hour. The judge commented that it seemed 
to him a little curious, in the case of investigations into company 
transactions or a bankruptcy where there was more or less insol- 
vency, that the practice was to charge more than the normal fee, 
and witness suggested that such work required much more technical 
knowledge and that, as a rule, he charged 14 guineas an hour, His 
lordship added that he could, of course, quite see the professional 
point of view. 

After defendant had stated his case, the judge pressed 
him as to why he did not answer the various communica- 
tions addressed to him: by plaintiff, and defendant first of 
all said that he was “too disgusted,” but when his lordship 
said he could not accept that, defendant added that possibly 
one of the guiding reasons was that in the course of the 
company’s affairs he came into contact with the gentleman 
who acted for the creditors, who, in general conversation 
but not in connection with this particular matter, had said: 
“If you are ever in doubt about a matter, don’t write at all, 
because it might get you into trouble,” whereupon his lord- 
ship inquired, “Is he yet in a lunatic asylum?” 

Before giving judgment, his lordship stated that the only thing 
that troubled him was the 30 hours at ten guineas and that although 
it was true that two chartered accountants had been called—with 
some experience though not as much as some older members of 
the profession—his lordship’s idea was that there should be some 
reduction under that head. Counsel intimated that plaintiff was 
content to leave that entirely to his lordship’s discretion, and his 
lordship indicated that he agreed that the work involved more than 
a mere audit but that he was disposed to take ten guineas off the 
claim and give judgment for £67/14/-. His lordship added that 
he was not saying a word against plaintiff’s bona fides or that the 
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work was not of a specialised professional nature, but on the whole 
he thought the charges were somewhat excessive and there would 


be judgment for £67/14/-, with costs. 
—The Accountant. 


QUESTIONS AND ANSWERS 


The following answers are given to questions asked by a Vic- 
torian correspondent :— 

Appointment of an Agent in Writing 

Are there any cases in which an agent must be appointed in 
writing other than when he is appointed under seal? 

There are at least two instances, both statutory provisions. In 
the Property Law Act 1928 of Victoria, Section 53, and in the 
Instruments Act 1928, Section 129, an agent must be authorised 
in writing by the principal regarding certain interests in land being 
created and actions being brought on them. 

A deed is not necessary in these instances, but for other Acts 
relating to land it would be: see Section 52 of the Property Law 
Act. Similar provisions will be found in the local Statutes of most 
of the Australian States. 


Bills of Exchange Signed by Infants 
Is a bill of exchange signed by an infant void or voidable ? 
Two considerations arise in this question :— 


(a) Where the infant signs as agent, and 
(b) Where the infant signs as a party. 


In (a) the infant has the same capacity as the principal and 
the validity of the bill will depend entirely on the capacity of the 
principal. 

As to (b), at Common Law all the obligations entered into 
are voidable at the option of the infant; but where the negotiable 
instrument relates to an agreement to repay a loan made during 
infancy it is absolutely void. In States which have followed the 
English law called the /nfants Relief Act similar provisions obtain 
as to repayment of loans. 


' DIVERSITY IN THE LAW 


It is often said that judges dissent from one another and that 
lawyers, like medical practitioners, each in their own classes, 
profoundly disagree. To such classes must be added those who are 
knocking at the gates of the professions, for it would appear that 
they quite early have qualified in expressing their own diverse but 
diverting opinions in law and accounting. A few extracts from 
examination papers are given below to support our statements. 


Legal Tender— 
Legal tender includes gold and notes to any amount provided 
that the amount of notes does not exceed the gold reserve of the 


country. 
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Bills of Exchange— 
Protest in a bill is when a person says he does not owe it. 
Sometimes one of the endorsers is picked. He protests. 
Credit— 
When a person buys goods and does not pay for them he gets a 
credit note. 
Depreciation— 
Is due to wearing and tearing. 
“Market Overt” means that the market is overstocked. 


Partnership Accounts— 
The partnership agreement should provide that the accounts 
be kept on the double balance system. 


Capacity to Contract— 

1. A drunkard is a person who places himself in a position 
parallel to a lunatic. 

2. Lunatics cannot make a valid contract while during insani- 
tary. 

3. During infancy a person is under certain disabilities but 
when he reaches the age of adultery he can do what he likes. 


Companies— 

In a proprietary company the members are not open to public 
inspection. 

A proprietary company does not need a minimum prescription. 





Ideal Standards or Basic Standards? 


Standard cost methods are being increasingly used in Australia 
in preference to job or process cost systems, though the number of 
concerns using them is still small. There has, however, been little 
local discussion of the principles and mechanism of the Standard 
cost system, and the available literature on the subject is mainly 
American and therefore not necessarily applicable to Australian 
conditions. Consequently, there is a considerable degree of uncer- 
tainty amongst accountants as to the working of the plan. 

Amongst text-book writers there is, even at the outset, a dif- 
ference of opinion as to the purpose of standards. E. A. Camman, 
in his valuable work, Basic Standard Costs, describes two distinct 
kinds of Standards, which he calls respectively Ideal Standards 
and Basic Standards. 

An Ideal Standard is defined as a criterion of excellence or 
ultimate object of attainment, and its purpose to establish relation- 
ship between elements of actual cost and expense and the desired 
or expected cost. A Basic Standard, on the other hand, is defined 
as a measure, rule, any established measure of extent, quantity or 
value, and its purpose to establish relationship between elements of 
actual cost and expense and a fixed measure. 





152 THE AUSTRALIAN ACCOUNTANT MAR. 


L. A. Schumer, in Cost Accounting, uses only the Ideal Standard, 
and, so far as can be gathered, the use of the Basic Standard as 
described by Camman is unknown or at at least extremely rare 
in Australia. 

The practical implications of these differing views of the purpose 
of Standards are important. When the Ideal Standard is used, 
it is generally found that the Standards are incorporated in the 
double-entry ; but when the Basic Standard (for which Camman 
expresses a decided preference) is used, the Standards are carried 
in the books in memorandum form only. 

The practical example given by Camman (Chapter IV) of the 
accounting results under the two different systems clearly demon- 
strates the risk that, when Standards are incorporated in the 
double-entry and stocks are consequently carried in the books 
at standard cost, profit may be anticipated on unsold stocks, the 
standard cost of which differs from actual cost. At first sight the 
example given is convincing, but on close analysis, it will be seen 
that the results obtained are dependent upon hypothetical—and 
apparently arbitrary—values for the opening inventories of stocks. 
In effect, the book profit resulting from the use of the Ideal Stan- 
dard method is made to appear larger than under the Basic Standard 
method, although the value of the closing stock is less under the 
first-mentioned method. This surprising result, however, is due 
mainly to the assumption that the under-valuation of opening stock 
is greater than the under-valuation of the closing stock. A simple 
iilustration may be used to demonstrate this point. 


Ideal Standard Basic Standard 
SE os:.d5 38 oe ee % caw 6d oe, £20,000 


Cost of Goods Sold— 
Opemime Stock .. 25 00 oe as 
Cost of Manufacture (including 
Variation Accounts) .. .. .. 12,000 12,000 


17,000 18,000 
Less Closing Stock .. .. .. .. 5,800 6,500 


11,200 11,500 
TID aia! Kk sale Gh we “Oe Se 8,800 8,500 


5,000 6,000 


It would be interesting to have the views of readers of this journal 
who have had experience in the operation of Standard cost systems 
on the questions whether 


(a) Standards should be used as fixed measures or as 
criteria of excellence; 
(b) Standards should be incorporated in the financial books. 








